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IHDEPENDENT AUDITOR®S REPORT

Mambers of the Councit
Village af Franklin
Oak land Caunty, Michigan

We have audited the accompanying fimanrcial statements of the govermmental activities. the business-type
gstivities, each majar fond, and tha agoregate remaining fund infarmation of the Vallage of Franklin, Michigan, as
of and for the year epded Jume 30, 2008, which collectively comprize the Village's basic finmancial statements as
listed in tha table af contents, These fimangial statements are the respensibility of the Willage nf Frankiin,
Hiehigan, management. Our roesponsibBility i to gxpress opinians on thasza financial statements dazed on our avdi1.

We conducted our audit in agocordance with agditing standards gemeral ly accapted n tha United States of
tmarica. Those standards require that we plan and parform the audit to obtain reasonable assurance about whethar
the fimancial statements are free of material misstatement. An audit ingludes examining, on a test bazis, evidence
supparting the arounts and disclasures in the financial statements. An audit also includes assessing the gcocounting
principles used and significant estimates made by management, az wall as evaluating tha overall timancial atatement
presantatian. We baiieve that cur audit provides a reasonobla basis for our cpinions,

In gur gpinion, the finangial statements referred to above present fairly, in all material raspacts,
the respective fimancial pasitian of the govermemental activities, the business-type activities. each major fund.
and the aggragate remaining fund infgrmation of the village of Franklin, Michigan, as aof June 30, 2008 and the
respegtive ghanges in fimancial position and cash flows, where applicable, therecf for the year then ended in
canfarmity with accounting principies generally accepted in the United States of America.

The marnagement s discussion and analysis and budgetary comparison information as identified in the
wable of contants, are not a required part of the basic finangial stataments bt ars supplamentary informatiaon
required by accounting princeplas ganerally accapted in the Hnited S5tates of America. We have applied certain
limited pracedures, which consisted principally of inguiries of managemant regarding the methods of meazuremant and
preésentation of the reguired supplemantary information. Howewar, we did not pudit the informaticn and express no
ocpinIon on tt.

Our audit was conducted for the purpose of forming opinions en the Timanceal statements that
collectevaly comprise the VWillage of Franklan, #ichigan basic financial statements The combining and indrvidual
noemajar fund financial statements are presented for purposes of additional analysis and are net 2 required port of
the basic financial statements The combining and ndivideal nonmajar fund financial statements have heen sufrjected
to the auditing procedures applied in the audit of the basic financial statementz amd, n aur openion, are fairly
stated in all matarial respects in relation to the basic financial statemants token as & wiole

Wery truly yours,

M. ﬁ-%; PLC.

Cartifigd Public Accountants

Bleomfigld Hills., Richigaa

Dgrobar 20, 2008
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WILLAGE OF FRARKLIW, MICH|GAN

June 30, 2008

MAHAGEMENT ' & DISCUSE 1ON AND ANALYSIS

The Village of Franklin's [the ¥illage) manragement's ¢ iscussion and analysis is designed to azsist the roeader in
facuzing an gignificant financiel issues, pravide an overview of the Village's Tinamcial activity, identify changes
in tha Villags's financial position [its gbility to address the next and subsequent years  challenges). idemtify
signiticant variances from the approved budgat. and identify individual fund isspes ar songerns

The ¥iliage's annual repert consists of o saries of fipancial stataments. The Statamant of Net Assets and the
Statement of Astivities provide infermation about the activities of the ¥illags as a whole and prasent a longer-
term view of the Village's finances. Fund finansial statements tell how thess services ware financed in the shori-
term, as well as what remains for future spending. Fund financial statements slso report tha Village's operations
in more datail than government-wide fimancial statements.

Governmant-Wide Financigl Statements

Tha govermment-wide finamcial statements consist of the Statement of Met Assets and Statoment of Activitias They
are designed to ba corporate-like im that all governmental and business-type funds are conzglidated inte columns
which add 19 a total for the primary government. These statements ncfude all assets and |iabkilities using the
accrudl basis of accounting, All of the current yeor's revanues and expenses are also taker inte aAccount
regardlass of timing of cash being paid or receivaed.

The ¥rllage as a Whola

Met Asgetls - The Villaga's combined net assets wers $B.8524 065 at the clese of the year ended Jume 30, 2008 Thes
represants o decrease of §(211,140) or a 2.4% decrease from a year ago. As we look at governmental activities
separately fram the butiness-type activities, w#& can ses that the gavernmental activities net assets incressos
£46,433. The business-type activity had a decrease of $257.573 in net assots. A large part of this desreaze wagz
from depreciation on the sewer system amd interest paid on the sewer bBonds payable.

The follawing tabie reflects tha condenssd Statement of Net Assats far the year gndad Juna 30, 2008

Table 1
Ztatement of Hot Assats

Governmantal _Astivities _Busingss-Typs Activity CTatal o .
2008 . 2007 008 20067 . 2008 2007
ASEETS
Currant and athar assats 2 1.785. 648 5 1,B39, 769 3 2,227,476 5 2,744,408 5 4,013,184 5 4,584.174
Capital assets B.037, 678 6, 321 361 7 480, 601 T, 518, 478 13,4948, 1%9 13,769 839
Tetal assetls $ ¥Y.B23,326 5 8,091,130 5 9,487,977 310,282,583 5$17.511.30% §15, 354,013
LIABILITIES AN NET ASSETS
Current and other fjabpilities 5 BOG, 705 5§ 515,442 & B34 217 & 443,880 3 1,040,922 5 f54, pza
Long term debt cutstanding 4,383 000 4 BAR AO0 3,463 318 3,871,288 __ 7 _Hak 316 B,559, 7845
Tatal liabilities & 4 BB9. 705 85 5,203,943 § 3,997,533 5 4 314 BERE § B, AR7.230 5 9.518, A08
Neti assets.
Invaszted 1n capital assets, net of
ralated dabt 1,457,873 1,371,381 3,588 2158 3,244,538 & 046,323 4615, 859
festricted 1,114, 834 1,071, d&5 180_ 258 242 427 1,304 0492 1.313.912
Unrestrictad 381,149 Co4da 342 1,811,871 2, 481,052 3273080 2 905,384
Total net assets 5 4.833.621 5 2 BEY 1BE L 5. 640, 444 5 5 948,017 3 B, B24 085 5 B B35 205
Total liakilitiea and net assets £ 7,623,326 § 8,001,130 & 9, 6B7, 877 S10,262,882F 517,511,703 S8, 3545, 013
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Unrestricted net gssets are net assets that can be used to fimange day 10 day gperations, Restricted nat assets of
the Willage tataled appradimately 31,304 0O0. These net assets have |imitations on their use that werg imposed by
rastrigtions such s enabling legrslation, grant or band covananis. The inveatment in capital assets represents the
Willaga's capital aszats that provide services to citizens; accordingly, thesa assetis are not available for future
spending .

The follewing tatle shows the changes in net assets for the year ended June 30, 2008:

Tabie 2
Changas in Net Aszats
 Boyarpmental Activitias  _ Business-Type Activity Total .
2008 _ 2007 2008 . - Re0n . Ao07
Program réverue:
Charges for servicas 5 203,945 % 1,044,282 3 4z8 770 5 376,674 51,382 675 &1, 380, 886
{perating grants and
eantributions 247 207 255,640 247 207 255, 840
Capital grants and
centribyuticns 109, 752 194, 487 109, 72 154, 487
Germaral raverus:
Property taxes 2,040 ,67% 1,936,051 2,040 673 1,936 051
State shared revenue 208,070 208, 141 208, 470 208,141
Interest incoma 31,4986 8z 01z 104, 938 129, 805 186, BR4 221,517
Franchize fees 85 437 74, 9095 BS, 437 ¥4, 085
Hiscel laneous 23 456 21,242 23,496 21,242
Logs on gale of assets Jevasr o (8.252) ememem ..o LBLIES) 1B, 2B
Total revenue $ 3,584,829 % 3.s8B111 5 673,810 5 700, BE6 54,288 138 854 286,77
Frogram expensas:
General gevernment 582 773 532 477 n92 773 532,477
Publ ie safaty 1,806,118 2,004, 586 1,906,116 2,004, GHE
Public works B35, 478 BO2, 046 f35 478 02,046
Community and ecanpmig
dewve lopment 31, 508 32.013 KA1 3z2.013
flecraation and culture 150,135 143 279 160,138 143 578
Intergst on Igng term debt 2221586 233 9849 222 186 £33 .895%
Sewar —— 31,083 T8 BE3 S 081 e ZAd
Tatal program eaxpansos 3 3. 8381958 & 3 545 083 3 431 4B3 3 _7HD A83 %4 450 270 54,518,373
Increase (decrease] in
nat assets & 45 433 5 ar.o21 s {257 ,573) & {62,217} 5 (211,340} § ¢32.196)
HNat az=sets - baginning of
year 2,887,188 2,850, 187 B, BaE DT B.017, 234 B,H35,205% 8 367, 401

Hat agsets - end of year & 2,533,621 5 2,887 188 § 5,690,444 & 5 948,017 5B, ,524.06% $8.235 20%

Az shawh in the abowe tabie total revenues were approximately £4.3 millign, of which 48% was abtained from proparty
taxes. 32% for feesz charped for sarvicesz and 5% for state shared revenuss. Total expenses were approximately 545
million, of which 43% was for public safety, 14% for public works and 21% for sewer.

Buziness Type Activitias

The Villpge's business-type activities consists of the Pressure Sewer Fund, The Village provides sewer servige fag
appreximately BB0 customars. During the year the Village ganstructed Sawer mprovements of 3143 4680,

The ¥illage Funds

The analysis of the Viliage's major funds begins on page %, following the government-wide finangial statement=. The
fund financial statemants previde datail information about the mest signifigant fumds, met the Village as a whole.
The Yillage Council creates funds to help manage maney far specific purpases as well a5 1o show accountabilaty fer
cortain activities, such az special property tax millages. The Yillage's major funds for 2008 nolude the Ganeral
Fund. Major Agpad Fund, Lecal Raad Fund, Building Department and the Debt 3ervice Fund.

The General Fund iz the main oparating fund of the Willage. Tatal rewvanuas for the wedr were approwimately
E2,056.000. Of this revense, 45% was from preperty taxes, 36% was from charges for services and 10% was fram state
shared ravenues. Total expendituras Tor tha year ware approximately 31,%78,004. OF these expenditures, GE% was for
pubfic safety and 20% was for general government. At Juma 30, 2008 the urreserved fund balance of 472,874
represented 24% of the total General Fund expenditurss for the year.

i
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The YWiilage Funds (gontinued)

The Major Road Fund aceounts far the repairs, maintenance and comstruction of alf Village major streetz The furd
balance of this fund at June 30, 2008 was 431,047,

The Lecal foad Fund accounts far repairs, maintenance amd construction of all Willage local streats. The fund
balance of this fumd at June 30, 2008 was $530,835.

The Building Department Fund accounts for the collastion of buelding parmits and fees and cost of inspections  Tha
fund balanea gf this fund at Juma 30, 2008 was 357.704.

Tho Debt Service Fund is used te account for the accumulation of reszources for, and the payment gf_ genaral long-
term debt principal, intarest and related costs. The fund balance of this fumd ar June 30. 2008 was 571,273,

Over the course of the year. the Village Council amendad the budget to take into account events during the yaar.
Cable TV reverwes were amended te reflect additicral rovalties received.  fienera! and adMinistrative assessment
revenue was amendad to reflect [ower activity im the Buirlding Departmant Funmd. Interest income was amended La
raflect hipher interest rates than anticipated. Administrater expenditures were amended te reflect addit.onal
salaries frem moving a partion of the building clerks salaries to the Seneral Fund.  Capital curtlay expanditures
were amended to reflect additional police egquipment prrehased and to reflect o lower amount of willage hat |
impravements.  Operating transfers out were amended to reflact additional transfers to the Building Department
Fund .

Village departments ovarall stayed below budget with the excaption af the Village Souncil, Admimiztrator. Vil lage
Hall amd Capital Qutlay. resulting in tetal expanditures and other financing uses of $8_181 «n excess of budget.
In addition, actual reverue and ather financing sources axceeded budgeted amounts by 5%&, 268.

Copital Assef and Debt Administration
At the end of Jume 30, 2008, tho Vilfaga had 513,498,179 invested in a broad rarge of capital assets (net aof
accumulated daprsciation), ingluding buildings, oguipment, roads. and sewer |ines.

Major expenditures for capital sssets during the year ineluded the following:

Sewar System mpravemants - 5143, 480

(2] Palige wehicle and accessories - 562,035
Storm drainaga improvaments - $8, 934,

Folice equipment -~ 58 ,380;

Road joint and crack saaling - %38,754.

LM e G [ —

Long-Term Dabt

The Willage s total indebtedness at June 30, 2008 was S8,451,2B6. Ho naw debt waz issued during the current fiscal
yaar. The City maintains an "Ad+" rating from Standard & Poor's. Additional infermatson on the Village s long-term
debt can be found in Hote F.

Ecomgmic Factors_and Naxt Year's Budagets and Rates

The Yillage™s 2009 budget was prepdrad using variaus econemic factars as follows:
Revenues

Froparty tax rates for 2009 are as fallaws:
2005 2008
Mills Hills
Levied  Leyied

Aperations;
Gararal aparations 2.7248 2. 7248
Litrary 4522 4538
Fira .BETH 81354
Aubbish _.53e3 _.E229

4 671 4. 61449
Deb1 servige:

Raad and drarn 1.2776 1.3203
Folice buirlding .1B42 L E08Ss
1. 4618 1.5200

Tpral 61349 4.1349
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Rewvenues (gant inued)

Frogerty tax revenues are expected to ingrease J3.4%. Thiz iz the result of new constructign within the Willage and
praperty sales inereaszing the taxable valum. Geraral and administrative assassment revenba, cabla T.W. raverue, and
interast ipcoma ara all expected to reflect a reduction.

Expenditures

Fayroll expenses are expected tg increase because af normal annual ratses and because of the replacement of &
ratirad polica offreer. Cablacast Board axpenses are axpected to decrease beciuse of decreased caole TY ravenuos.
Historic Study Committes expenses gre gxpected to ingrease begause of increazed agtivity. Contragted services
prpenses are axpacsted te increaasa becapse of additonal services provided by the finance clark. Police department
capital ocutlay expenses are expected to decrease because of the two autgs purgchased dursng 2008,

The 2009 General Fund budget axpects a surplus of approximately $20, 000, The projected General Fund's fund balance
at June 30, 2000 i3 approximat&ly §519,000 which represents approximately 26% of the General Fund axpenditures for
the year,

Request for Information
Thiz financial report is intended 19 mrovide gitizens, taspayars, custamers. and investars with a genertal owveryiew
af the Willage's fimances and ta show the Yillage's accountabality for the money it receives. ¥ you have any

quastions or concerns about this report or need additipnal anfarmation, contact the Yillage Office, at the Yiollage
af Franklin, 323285 Franklin, Franklin, Michigan 48025-11329.

G-



3 VILLAGE OF FRANRLIN, MICHGAN

STATEMENT OF NET ASSETS

; JUNE 30, 2008

ié Governmentyl Busineas-type

il Activities Attivity Tatak

ASSETS

! GCash and cash equivalents. e T T O 1 -5 1 £ 1,599,001 §  3.481,. 208
Receaivab|os:

Customers. . . . . . . e o 181,841 161, 641

| dpecial assessments. . . . . . . . L. P 5o, 000 &8, 00

- e e 56,17 2,477 58, 548

| Agemey funds . . . . . . . .. L . T4, 791 T4, T

|| bue from sther gowernmants . . . . . . . . L. 141,402 141,402

UFrepaid sepenses . . . . . . L L 16,235 16,235

é Restricted assets - cash and cash equivalents. . . . L L. 14 244 14 Bad

« Aaceivables - ngngurrent portioen . . . . . . . . . . e 4158 357 415 257

SOspital assets, net . . . . &.037 678 7,460,501 13,498,179

H

E Telal assats . . . PR, e A _E___E;EEE;EEE_ 5 ] % 17,511,303

4

U

a LIABILITIES AND NET ASSETS

a

& ighilities

&

u  AcCcounts payable | e e e . - 1 103,114 z T48 5 103, 456

L Accrued wages. . . . 14,845 14, 845

£ Acerued dnterest . . . . . . . L 5%, 500 34 600 93,104

S Due kg gther govermmants . . . . . . . . . . L, L L 5,280 al, g0 6,151

Hongurrent ligbilitias:

0 Compensated absences . . . . . . . . . . L L L L. .. L 128,000 128,000

4 Due within gne year. ., . . e e A L. 325,000 407 97 FI2, 970

c Due 1n more then ane year. PR, Lo P 4,255, 000 3 463 116 FLoriE s

:

L Total Prabilities. . . . . . . . . . . . S . . . .. . . . & 4,839,705 % %,595%7.533 $ 5,387,238

”

ﬁNet AS5ETS:

po Invested in capital assets, net of related debe. . . . . . . . .. 1,457 BT7R 3.58%, 215 5. 046 B3

f Restrigted faor;

. Bejor and logal streets o 951 GAZ 61 BRE
,  Debt gservice . ., . 12,773 12,773
| Palice equipment . . PR . .24 1,24

Huilding gode. . . . e ., A5, T a7, 704
Wasie weter manageaent . . . . . . . oo 9, {8H 12,088
Garbage amd rubbish. . . . . . . . L. o o 73, 369 24,569
Fire sarvices. . . . . . . . . . .. .o .. . 60,004 60,004
Sower prajects | A o Lo . 189,258 189,258
Unrestricted . . . s Lo .o 361,109 1,911,971 2,273,080
Tatal net assets. | . - - - = - 4 3 £ BO0D dad % B, g2a 085

Total liabilities and net assets | Lo R -4 7,823 326 % 9,687,977 $ 17,511 303

The attached notes are an integral part of the financial =tatements.
-7-



VILLAGE OF FAANKL N, RICHIGAN
STATEMENT OF ACTIVITIES

For the YWaar Znded Juna 30, 2008

Frograsz Revanuss

Dperating Capital
Chargez for Grants and Grants aad
Functions/Frograms Experags Services Contributicna Comtributians

iPrnuary governmeant
i Govarnmental activities:
i Gereral govarnment | - 592 773 g & 9 774 %
; Public safety. . . . . . . . .o 1,806 118 832, 463 2,100
| Pumlicwerks . L L 835,478 21,442 235393

Cammut ity and ecenomic daveloprment . _ . 0 0 L L L 31,506

Culture and recrsatsan . . . . L L L L L L L L L 150,135

Intarast an long term dabt . . . . B 222 186
n Tetal governmental agtivities e .5 F.588. 704 5 a0, o0s 5 24v, 203 b
"
ﬁ Buzinmess-type activity:
z Sewar . . . . L L L L 931,083 488 770 109,752
5
ﬂ Total prisary governmant Lo ... & 4488279 5 1,362 673 5 247 247 ) 109,752
e
M
é General revenyesg:
g Property taxes.
a State shered rewvenuss .
i intareal income .
L Franchise feas.
E Nizeel lansaus . T
5 Spacial ilken « sala of fixed azsels |
N Total gemeral revenues.
- Changes in net aasets .
z
et Met assets - WJuly 1, 2007 .
&
o NHet astets - Juna 30, 2008
z

Ry

Tha sttacheg notes are en integral part of the financial =tatemsnts.

R



HNet [Expenze) Revenue and
Changes in Met Asseis

Govermmental Bus inass- Lype
Artivitias Activity Totol

% [S82.950) 5 5 {532,599}
[1,021.555) {1.021 558}
(378 .70%) {278,703
[31.506) {21 ,508%
(150,135 {150,138}
[222,186) (222,188}
% (2, 3E7,084) 5 % (2,387,084
[362, 561 [ABZ, BE1)

5 (2.387,024) £ [38Z, 561} ¥ [2.749, 645

2.0a0 673 2 40, 873
208,070 208 070

g1, 405 104, 985 1686 964

A5, 437 85,437
23,495 23456

{6, 155% (5155}

% 2,433,617 & 1004 SB4 5 2,533 508
% 46,435 $ 1257 .57 5 {211,140}
2,837,188 o, 248 N7 g, 835,205

$ 2,933, 6 § 5,690,444 % 8,624,065




ASSETS

Cash and cash aquivalents .
Recaivables:

Othar .
J(Pue from other funds.
|Due from other governsants.
.|Prepaid expenges,
Restricted cash .

Total assets

LIABILITIES AND FUND BALANCES

Ligeiliteas:
Accounts pavable.
Acoryed wages
Due to ather funds.
Bue to ather gowernments.

Total teabilities .

S ACr YL PR PURLIC ACCOUNTANTS

Fund bBalancos.
Reserved for:

o .

1 Debt service

* Other . S

I Unreserved, reparted in-

a General Fund.

x Special Revanue Funds .

x

f Total fund bBalances

: Toval liabilities aad fund balances

VILLAGE OF FRAHKLIN, MICHIGAR

BALANCE SHEET
GOYERNNENTAL FLNDS

Jung 30, 2008

Major Lochl
Generad Steant Street
5 217,889 438 172 5 511,080
24 208
184,611 14,341
106, B17 20,773 1% 812
16.235
14,044
3 574 _GH4 458, §45 5 539 2ad
5 B0, 906 Y11
14,845
10 27,185 B.598
5 75,381 27, Bas b3 B.538
26, 449
472 874
431,047 530, 635
] 4399, 323 451,047 1 530,835
% 574,534 458, D45 ) 539,233

G-

Tha attached notes are an integral part of the financial stptements



Morm-Wajar Tatal
Building Debt Gowermmania l Governmental
epar tment Sarvice Funds Funda
3 194, 380 5 67, 393 k3 53,248 § 1482, 205
21,308 14,4055 56,171
3. E73 GE. 654 a7q, a4
141,402
16,235
14 544
B 216, 288 5 71,273 & 130.118 § 1.580, 541
& %, 454 3 3 32,407 3 103, 110
14,845
160,100 204 _BO3
5,250 5257
& 178, 564 5 3 37657 3 328 0498
71,273 71,273
26, 445
472 B74
57,704 B2, 481 1,081,847
5 3770 3 71,273 & g3, 461 £ 1,562, 443
3 216, 288 3 71,273 % 130, 118 § 1,990,341
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VILLAGE OF FRAMKLIN, MICHIGAN

RECDNCIL IATION OF TOTAL GOVERRMENTAL FUND BALAWCE
TO HET ASSETS OF GOVERWMEMTAL ACTIVITI1ES

Jurme 20, 2008

| Total governnentzl fund balances. . . . . . e ... . .. &5 1 ,BR2 443

Amgunts reported for governmental activitias in the
atatement of met assets are differant becouse:

Capital essats vsed in governmental activities are not finpnoial
respourcas, and ere nat reported in the governmental funds;
Gavernnental capital assets 7,870,519

Less aocumulated dapraciation (1,832, 8413 E,037 ETB

Lang=tern |iabilitias, incloding cocpansated abzesces, are not
due and payable «n the current period and are pot reportad in
the funds ingluding related accrued interest. ., R . (4. 766 . 5G0)

Net aszels of governaental activities . . . . . . . . . . . . . . . . .. . % 283381

The attached rotes are an antegral part of the fipancial statements
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Revenyes
Froperty taxes

Licenpses and pErmits .
Faderal sources.
State Sourdes. .
Charges far services |
Finas and forfeituras.
Interest

Hhber .

Tatal ravanues .

Expenditures:
Current:
General gowvernment
Public zafety.
FPubrl & works

Cutture and recreaticn
Capital autlay .
Debt service:

Principal payments . . ..

S CDERTIFICD PwiLle ACCOUMNTANTE

Totad expenditures

Qther financing sourges (uses)
Operating tranafers in .
Operating transfers ouwk.

Fund bafance - July 1, 2007

Fund balance - June 30, 2008

e T & MrGHT, P LS

Coamunity and aconomic davelapmant

Interast and service charges .

Total qther financing sourges fugesy . . . . . . . . . . . &

VILLAGE OF FAANKL IN. EiCH|GAN

GIVERHMENTAL FUNDS

For the Year Ended Juma 30. 2008

STATEMENT OF REWENUES. EXPENDITURES, AND CHANGEZ IN FUND BALANCES

Excasz of ravenues over {under) expenditures . . . . . . . §

Excess of ravenuss and other sourdes over [undar)
grpand |l tures and other uses.

Wajor Locat
General Straat Street
H] Ga1 603 £ 5
BE.137
8,774
210,170 126,332 94,271
Y51, 348
14 672
3,1 15,757 12,218
a4, H18
5 2.055,684 3 142 589 8 112,485
524,545
1,297,372
G 228 B1.78%3
a1, 506
78,6113 14_387 23 AN
5 1,878,036 ] 104 525 5 105 124
17, 654 % 37,864 & 7. 368
a1 .naz
[162.510) (31.042)
(162,510 i (3 042y 5 a1, 042
g (54 856 5 g, 822 & 3|, 407
S84 1749 424 125 482 228
5 499 323 5 431,047 % 5340, 635

“11-

The attached nates are an integrab part of the financial statements.



Horm-Majer

Building Dabt Gavernmantal Governmental
eparimant Service Funds Funds
495, 809 5 G2, 281 % 2,040,873
AT 187 14, 330 237 G654
5,774
411 273
751 345
14,672
7.0Mm 8,850 B1, B9
g7 U 3,705
138, 004 BOS, 810 % B44, 411 3 3,550, 003
570, 545
262 914 270,823 1,831, 209
P06, £34 387,455
31, 505
150,135 150,135
116 . 341
300, Qoo 300, 000
223, 836 235, 886
262,514 525,836 5 G646, 292 5 3623007
[124 810) (20,078} % [2,081) 3 {94, 084%
162, E10 183, 552
(193, 552
162,511 5 2
a7, 60d (23,076} 13 (2,981 = {28, 084 )
104 01,349 Bd, 542 1,EHG, 627
37,7 71,273 5 g2, 461 5 1,862,443




WVILLAGE OF FRAMEL I, WICHIGAN

RECORCILIATION OF THE STATEMENT F REVEHWUES, EXPENDITURES AND CHANGES (M
FUMD SALANCES OF GOVERNMENFAL FUNDS TO THE STATEMEMT OF ACT IVIT |ES

Fer the Wear Eaded June 39, 2008

% Wat change fn fund balamces - total govermmentz! fund. . e 5 [24,084)

Amounts reparted far governmants| azctivities in the
statemant of activities are diffarent because:

ERHTIFIED Purn i B COuMTANTS —

Govarnmental funds report gapital outlays as axpenditures:
in the statement of activities, these costs are allocated
aver their estimated ozeful lives as Jepraciation:

Expenditures for capital assets S102, 143

Lexs current year depreciatian L207 . 452 [T88, 315

Governmental funds only repart tha ditpotal of aszets to tha
extent proceads are regeived from the sala. In the Statement of
fctivivties, a gain or lgss is reported for each disposal . . L. {14, 364

Compensated absences are included as a liability in govarrmental

potivities . . . TS P o (19,5007
L
j Repayment af bond principal is an expenditure 1n the governmental
ﬂ fumds_ but not 10 the statement of activities {where it reduces
ES long-~tarm debt). . . . . . . . . o o . . e e J00_ 000
E
a
z Accrued interegst is recorded fn tha statement of activities. . .. 3,700
By
E'Change in net assets of gévernmantal activities. . . . - 465, 433
)

The attasned motes are an integret part of the financiad statemants.
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VILLAGE OF FRAHELIN, KEICHIGAN

STATENENT OF MET ASBETS
FROPRIETARY FUND TYPE - ENTERPRISE FUND

Jume 300 20408

- CLARTIFIND PURALIG ACCOUNTANTS

LAz B HHIGHT R L ©

Busingas-type

Activity
Fressure Sawnr
Fund
ASSETS
Current assets:
Cash and caah aguivalents | 5 1,539, 004
Recaivables.
Custormers | .. 161 G
Special pssessments . 55 009
Uthersa 2.477
Tatal current assets. 13 1812119
Homcurrant assats:
Receivables - special assegsments | 415,357
Capital assets. nat . 7. 480, 501
Total nongurrent assets . 5 7,575 B3R
Tetal assats. 5 5,637,977
LIABILITIES AND HET ASSETS
Current laiphrlities:
Accounts payable and other liaBalities. 5 745
dccrued interest. . ad, &Aa0
Due from other governmentg. a0, oo
Current partion of leng term debt 407,970
Total current laigbiEstias . -3 534,217
HNomcurrent |iabilities:
Bands payatles | 3,463 316
Tetal hiabilities . 5 5,997,533
Net asaets:
Invested in capital assets, met of related debt 3.58% 215
Restricted far improvements . 183, 358
Unresirictad. 1.911, 971
Total ret assers. ¥ 5,600, 444
Tatal liabilities and net assats. s 9, 687 977

The attached netes ara an integral part af the financizl statemants
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VILEAGE OF FRANKLIN, MICHIGAN

ETATEKENT GF AEVEHNES, EXPEMSES. AMD CHANGES IMN NET ASSETS
PRCPRIETARY FUND TYPE - EMTERFRISE FLUND

For tha Year Ended June 30. 2008

Burainesa-type

- ZERTIrIED PUunDLIic ACCOUMNTANTS

= JAaKz % KHaHY rLC

Artivity
Preasurg Sawar
Fund
dperating revenus:
Sewage dispaszal charges. 5 419, +22
Poralies. 12.875
dizce| lansous. a5 773
Total operating revenue. 5 458 _770
flparating expanses:
Cost &f sewage traatment 262907
Tnspection casts | P 260
Ganeral and administralive expense | B1.081
System santanzrca | 24,341
Pump statien maintenance | 204098
Depreciation . 2 a3y
frofessionel fees. 2 1t
Wisew| lanaous. 2,043
Total operating expenses . 3 755,087
fperating income {loss). 4 {300, 310)
Nongperating revenues [expenses).
Capital charges. B1.950
Interest income, 104 5848
Rezerve for improvementa . 47 802
Interest expeEnsa . . {143,73F)
Ratarve for aporations . 15 606
Eigcal langous {13, 664
Tetal noroparat ing revenoes (eXpaises) 5 42 737
Changa im nat assats | -] {257.,573)
Net assets -~ July 1, 2007, 5,943,017
Het as=ets - June 30, 2008 | 444

5 5,680,

The attached notes are an sntagral part of the financial statements.
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- CERTIFIED PusLic ACoOuRTANT S

| L S

Pamy B WHIGHY

WILLAGE OF FRANKLIN. MICHIGAN

BTATEMENT QF CASH FLOWS
FANPRIETARY FUND TYPE - ENTERPRISE FLIND

For the Year Ended June 30. 20085

Busrnass-type
Aetivity
Pressyure Sewer
Fund
Cash flows from operating activities’
Racelpts from customers . . . . . . . . . . Lo e B L2o, 086
Fayments to suppliars . e e {560,133
Nat cash provided (used) by oparating activitiss . . . ... .. . % (31,037}
Cash flows from capital and relatad finanging astivities:
Cal lectinn of customer Asasssmants. . . . . . . . . . L L . e 337 08y
Rasarve for improvements. Lo 47 802
Purchase of property and eqU|pmant e e {143, 460
Francipsl paid on capital debt, . . . . . . . . .. e (402, 653)
Interast paid cn capetal debt . . . . 0 0 L e e [151,837)
Reserve far operations. . A oL A . . [9, 60681
Wiscelleneaus mon=operating expend ituras . L Lo A [ 13, 65607
Met cash provided [used} by capital end related financing activities 3 {236,327
Cash flows from investing activities:
Interest incoes . 114,138
Nat imerease (decrease] s <Ash and cash equivalents L. ... B (263,176}
Cash and cesh equivalents - July 1, 2007 1,852 177
Cagh and cosh equivalents = Jume 30, 2008 . . . . . . .. B 1,539,007

Recancil latien of gperating income floss) to nat cash provida
{used) by operating activities:

Operating income [lo55) & (300, 310)

Adjustments te reconcile net income (loss) to net cash provided
by operating activities.

bepreciption and amartization . 201,437

Changes 10 a35ets and liabilities:
{Imerease] decreass in receivables. . . . e . 10, 426
(tncrease) decreass in due from athear gnvernments S . . 59,830
Increase [decresss] in accounis payable and other liabilitias . (2,480}
Hat gash provided (used) by cperating actiwities. . . . . . L. e (31,037

The attached motes are an indegral part of the fimancial atatements.
=15~



- CLHTIFIEND PUALIC ACCOUNTAMTS

JdANT & HNICGHT P LU

Cazh pnd gash equivalents
Lug from othar funds.

Total assets.

fua to other funds.
Dyg to ether govarnmants.

Deposits payable

ASSETS

LIARILITIES

Tatal liabilities . .

VILLAGE OF FRAWKLIN. WICH|GAM

STATEMEWT 0OF ASSETS ANE LIABILITIES

AGENCY FUNGE

Jung 30, 2008

Totad
Trust 3 Agency Tax Collection Fidutiary
Fung Fund Funds
& 174,951 & 108, 1M 283 Q52
4,600 4,699
% 1749, 551 % 108,11 267 652
% 1,531 & TF. 800 TQ, 30
30601 30,601
177, BEQ 177, 660
% 178, 581 -] 108 .11 287 5hRZ

The atitached notes are an integral part of the financial statemeats.
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S CEHTIRICD Pufu e ACCOUMTANTE o

JamT & MHEGHT P LC

VELLAGE OF FRANKL IN, MICHIGARN
NOTES TO FIHANGCIAL STATEMENTS
Juma 30, 2008

KOTE A - Summary of Sigmificant Accounteng Policies:

Tha accounting policies of the Willaga of Framklin {the "yillage") cenferm 1o acegunting pronciples
geperal |y accepted in the United 3tates af America (GAAP) as applicable to gowarnmental umits. The
following 15 a summary qf tha significant accounting policies wsed by the Willage of Franklin.

The Village af Franklin is geverped by an elected seven-memger Council, Tha accompanying financial
statements prasent the Willage and iTs component units. entities for which the Willags is considared 1o
pe fimanciatly accountable.

ial Statemenls

Governmant-Wide and Fund Financ

The govermment-wide financia! statements (i.4., the statement of net assets and the statement of changes
in met assets) report infermation on all of the nonfiduciary activities of the primary government. Far
the most part, the effact of intarfund actiwity has been removed from these statements. Gevarnmental
activities, normally supported by taxes and intergovarnmants | revenues. are reported zeparately fram
busimess-type activities which raly to a significant extant on feas and chargas for Suppoert.

The statement of aciivities demenstrates the degree to which the dirgct e=panzes of a given function or
segment are affset by program révenues. Diract expenses are thosa that ara clearly identifiable with a
specific funetion ar sagment, Pragram revenues includa: (1) charges 1o custemers or applicants wha
puUrchasa, use, or directly bamefit from goods, services. of privileges providad by a given functeen or
sagmant; aend (2} grants and contributions that are restricted to magting the pporational or capital
requiremsrts of a particular function or =sagment. Taxes and eiher items ool properly included among
program revenues are reporied instead as general rovenue.

Separate financial statements are provided for gaveromental funds, proprielary funds and fiduciary funds,
aven though the latter are oxclpded from the government-wide finangial Statements. Majar ardividual
gavarnmental funds and major individual entarprise funds are reparted as separate columns in the furd

financial statements.
Measurement Focus, Hasis of Accaunting end Financial _Statement Fresentation

The government-wide financial statemenis ara reported using the BCOnomIc ressUMoes maasurement focus and
tha accrual basis of asseunting. as are the proprietary fund and fiduciary fund finarcial statements.
Revanuz i4 recorded whon earned and expenses are recordad when a liability is incurred, regardlass of the
timing of related cash flews. Properiy taxes ard recognizad as revenus in the year for which they are

lavied, Gramts and =amilar items are recognized as ravenue a Soon az all eligibility regquiraments
impaosed by the previded have been mat.

Goverrmental fumd financial statements are repartad usung the gureent finansial resquréas measuremant
focus and the modified accrual basiz of accounting. Reverue iz recagnized a3z soon as 1t is bath
megsurable and available, Favenus is censidered to be availabie if it 15 collected within the currant
periad or soen anough thareafter to pay hiakilities of the current pariod. For this purposa, the
gavarnment conskders revenues Lo be available if they are collected within 80 days of tha end of the
current period. Expenditures generally are recorded when 4 bigbility is ncurred. as under acerual
accounting. Hewever, debt service expendituras, expanditures ralating to compensated absences, and claims
and judgmants are recorded enly when payment is dua.

favenues arg recegnized in the accounting period in which thay becoms susceptible to accrual--that 5.
when they become both measurable and avarlable to finance expenditures of the period. Proparty taxes,
state-shared revenue, intersst, reimburgément granis, and charges for services are conzigderad to he
susceptible ta accrual amd so hava been racagnized as revenus of the current pariad. All other revenue
itoms are considered to be available enly when cash is recaivad by the goveroment.

A1 preprietary funds are accounted far using the sccrual basis of agtounting. Their revenuwes are
recognized when they are aarned, and their exponses ara racognized when they are meurred

Private-sector standards ef accounting iasued pricer te December 1, 15ES, ara general by follewed in Both
the government-wide and propristary furd financial statemenis ¥o the extent that those standards de not
conflict with the standards of the Governmental pccounting Standards Beoard. The government has alected
not 1o fol bew private-sector slandards iesued aftar Movemoer 30, 1389 for ft: business-type activities

Amounts raported 35 progrim Seveanus ingluda: {t) charges fo custemars or appl1cants far godds, services
or privilegss providad; [Z) pperating grants and contributions; and {3) capital grants and cantributiana.
meluding special assessmants. Internally dedicated resourgas are reparted as general révanue rathar than
a5 program revenue, Likewige, general ravanue includes all taxes.
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CERTIFIED PUEBLIC ACCOUNTARNTS

- danz2 & HRNIGHT R L O

WILLAGE DF FRANELIN, RICH1GAN
NOTES TO FINAMCLAL STATEMENTS [CONTINUED)
June 30, 20408

MOTE A - Summary of Significant Accounting Policies {continued}:
Goverpmertal Fungs:
The Village reports the fol lowing major governméantal funds:

General Fund

The Gemeral Fumd is the government's primary operating fumd. |t accounts far all financiat
resourcas of the general government, except those required to be accounted for in ancther fund.

Major Road Fund

The Major Fead Fomd accounts for the constructign. maimienance, and repairs of all streers
clasgified as "major roads” within the Village. Financing 15 provided primarily by Gtate-shared gas
and weight taxes and lecal contriputions. Tha fund is pparated under tha provisions of Michigan's
Act 51 of the Fublic Acts of 1851, as amended

Local Foad Fund

The Llpocal FRead Fund acooumts for the comstrustion, maintenanca, and repairs af  all streets
classified as "logal roads” within the Village. Finanging 1% provided primarily Wy State-shared gas
and weight taxes and local sentributicns. The fund is operated undar the provisions of Michigan's
act 51 of the Public Acts of 1951, a5 amendead.

fuilding Pepartmant Fund

The Building Department Fund is a zpacial revenue fumd wsad to agoount for the collaction of
building permits and fees and costs of inspections.

The Debt Service Fund accoeunts for the accumelation af financidl rescurces for the payment of
principal and imtarest on the Willage's general ctligation deht. The Willage annually levies ad
walprem taxas restricied for the retirement of general obligation bonds. This fund reperes all od
waloram taxes collected.

Additionally, tha City reparts the following fund typas:

Spesial Reverwe Fumds ore wsed te account for tha proceeds of specific revenue saurces (other
than expandable trust: or major capital projects) that ara legaily restricted to expenditures
for spacified purpasas.

The ¥illage reports the following majar proprietary fund:

Fressure_Sewer Fund

The Pressure Sewsr Fund occounts for the operation, maintenance and distributian of the sewage
syetems adminiztared by Oakland Caunty.

Proprietary fends distinguish pparating revenue and expenses fram nonoperating i TEMS fperating
revanue and oxpenses penerally result frem praviding SEFYICES (N fommaction with a proprigtary
fund's principal engoing operations. The principal operating revenue of the Pressure Sewer Fund
relates to charges to customers for sales and services. The porticon intended to recover the cost of
the infrastructure i racognized as monoperating ravenus. Dparating expensez for propristary funds
imelude the cests of sales and serviges, administrative expenses, and depreciation on capital
assats. All revenua and expenses nat mesting this definition ara reported az nonoparating revenus

and expenses.
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- CERTIFIED PUnLIC ACCOUNTANTSY ——— -
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o HE & HoM

VILLAGE OF FRANKLIN, MICHI&SAN
HOTES TO FINAMCIAL STATEMENTS (CONT INUED)
Juma 30, 2008

WOTE A& - Summary of Significant Accounting Palicias feomtinued):

Agency Funds
Agency Funds gre usad to accaunt for assets held by the Village a3 an agent far irdividuals, private
organizations, ather governments and/or othar funds. The funds are eustedial en nature [assats soqual
lratrilities) and do not invelve measyrement of rasults of cperations

Broparty Taxes

Proparty taxes are tevied on each July 1 gn the taxable wvalvatoen at property as of the greceding

December 31. Taxes ara considered dolinguent om September 1, at which time penalties and intersst are
assassed .

The 2007 taxable waluatien of the Yillage, assessed as of December 31, 2005, totaled $325,183.510, and is
used far the July 1, 2007 tax Bills: this resulted in property tax revenus as ol lows:

Milla Froperty

Oparaticns Lavied _Tamas
Geraral oparations 2.7248  SB594.i76
Library 4538 148, 920
Fira L8134 265, 528
Rubbish .E229 204, 413
Bebt Service

Aaad and drain t.3205 433, 340
Palice building 19495 55, 468

Assets, Liabilities, and Nef_ Assets or Equity
Crsh and investments

Ceposits ars carried at cgst and consist of cash on hamd, ekecking accounts, and inyestments in rutual
funds,

Fer purposes of the Statement of Cash Flows, the Village considered cash deposits and certificates of
depesits with a maturity of three months or |ess when purchased to ba cash equivalents,
Interiund Receivables and Payables

In gengral, outstanding balances between fumds are reported 85 "due tosfrom other funds" on tha batanoe
sheet. Ary residual balances outstanding between tha goversmantal activities and the business-type
activities are reported an the gowarnment-wide fipancial statements as " intarnal balances".

All trade amd proparty tax receivables are considered fully eollectible by tha Witlage. No provisign has
been made in the financial atatamants foar mancollection.

Propaid _|tems

Cartain payments to vendoers reflect costs applicable to future years and are recorded as prepaid tens cn
both government-=wide and fund financial statements.

Restricted Assats

Certain revenues ol the enterprise funds require amgunts to be set aside for debt service principal and
interest, eperations ard maintanance, and irprovemsntis and replacemant af the water system. These ampunts
have bean classified as restricted assats.
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VILLAGE OF FRAMEL M, MWICH|GAM
HOTES TO FINANC AL STATEMENTS (CONTINUED}
HJume 30, A00E

WOTE A - Summary nf Signifigant_degounting Poligies {sontinued):

Capital Aszzats

Capital assets, which anclude land, buildings, building improwvements, wehicles, furniture, machinery ang
equipment and infrastrugture are reported in the applicabls govermmental or business-type activitias
cakumn in the gowermment-wide financial statements Capital assets are defined by the goverrmant as
asgeta with an initial individual cost af mers than $1,000.0 Such assets are recorded at historical cost
aF estimated historical cost if purchased or constructed. Donated capital assets are recorded at
gstimatad fair markat walve at the date of donation.

Infrastructure assats aro long-lived capital assets that noreally can be presarved for a significant |y
graatar nurber of years than mpst capital aszsats.

Capital assets that arg being depreciated are rapartsd nat ef accumalated depreciation in the statement
of ret assets. Capital aszats that ars nat boing dapreciated, such ag fand, are reporied separately.

Capital assels are depreciatad owar their estimated useful |ives. Depreciation expenge is reportad an tha
statemant of activities by allocating the net coet over the sstimated useful |ife of the pssets.

beprasiatien of all exhaustible fixed assets used by propriety fumd types is charged as an expense
against their cperations. Actumulated depreciation is reported on proprietary fund type balance sheets.
Deprasiation has been provided over the eatimated useful livas.

Praparty, plant and eguipment are depreciated using the straight-1ine method over the following uzeful
lives:

Years
Land |mprovoments n
Sewer System a0
Buildings and Improvements 10-50
Vehiclea 3
Machinery and Equipment, Furnitura 5-20
Foads 25
Storm Drainage 40

Sick pay earnsd is recognized in the goversamental financial statements when iY isz paid. The |ong-term
portion of compensated absences ralated to governmental funds iz a liahility recorded in the Statement of
Net Assels.

Long-Term Obligations

Long-term debt 15 recsgnized as a liability of a governmental fund whan due, or when respurces have baan
accunalated in the Debt Service Fund for payment early in the foilowing year. For other long-term
obligations, only that portien expected to be financed from expendabie available finangial resourcaes i3
reparted as a fomd liakility of a governmental fond, The remaining pertian af sweh obligations =
reported in the Statement of Wet Assets, Long-term liabilitigs expacted to be financed from proprietary
fund operations are apcounted for i those funds, For propriatary fund types, bond premiums ard
disgounts, as well as issuance costs. arae deferrad and amortized over the life of the bonds using the
affactive interest method. Eomds payable are reported net of the applicable bond premium or diszeomt and
net of any deferred charges on bond refundings. !ssudnce Costs are reperiad as deforred charges.

Fund Edau ty

In the fund fimancial statements, governmental funds report resarvations of fund balance for amounts that
ars mat available for approprialion er are legally restricted by putside parties for use for a speaifis
purpose Pesignations of fund balance present tentative mamagerent plans that are subject 1o changa.

Uze of Estimates

The preparation of fimamsial statemsnts in conformity with accounting principles genaral |y accepted in
the United States of America requires management 1o make estimgtes amd assumptions that affect the
reported amounts of assets amd liabilities and disclosure of contingant assets and liabilitias at the
date of the financial statements and the reported amounts of revenue amd oxpenses during the parod.
Actual rosults could differ fram thase estimates,
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HOTE C -

WILLAGE OF FAANKLIN, MICHIGAN
HOTES TO FINANCIAL STATEMERTS [CONTINUED

June 30, 2008

Budgetary Information

Annual budgets gre adopted om a basis consistent with generally accepted accounting principles for the
General and Special  Hevenue Funds. All annual appropriatiens  lapse at year end. The Willage's
approprintion resclution is generally passed during the May preceding the year in which the plarnaed
expenditures rélate, Subsequant amandments are made to evoid wnfoverable warsances from the criginat
budget. Related segsalutions are made to state the purpose and ampunt of the changes  The Yillage Clerk

has the responsibility te enferce the budget. Unused appropriations do not carey forward to the next
yaar.

The budget document presents information by fund, function. department and lina items. The legal lewel
{tha leval at which expenditures may rot Fegally exceosd appropriations) of budgatary control adopted by

the Goard is 8t the departmant (activity) level.

The Village Council must approve budget amandments at the activity level and supplemantal appropriations,
which affect total fund expenditures. The Clerk cam fransfer appropriations betwsen lins Lems within o
department or astivity without geverning bady approval .

Supplemental appropriations wera necessacy during the year, which incroased tofal expenditurss.

Ampuants  encumberad fer purchase ordars, eoniracts, etoc.. ares net  tracked dquring the year. Bidget
appropriationg are considerad o be spent once tha geads are detivered or the serviges renderad.

P.A. 2 gf 1568 as omended, provides that o lecal wnit shall pot ineur expenditures in excess af rhe
amount apprapgriated in budget resolutions of the governing body.

Excess_of Evpanditures (ver Appropriatiens in Budgeted Funds

During the year, the ¥illage of Framklin incurred axpenditures in certzin budgeted funds which ware
significantly in axcess of the amgunts appropriated, as fol laws:

Ansandad Actual Budget
— Fumd ___ oAEtivity Budget = Expanditures Wariance
Generg| Capitaf Outlay § 50,000 % 78,613 & 23 614"

"*This hudget overrun was the result of a year end audit ad justment to reclaszify a resmbursement from
the Wilfage of Binghem Farms for the purchaze of a polica wanicla. Singe this raeclassification
adjusted a revenus account, there was po effact on fumd balance.

Deposits and Investmants:

Michigan Gompiled Laws Szction 129.91 (Public Act 20 of 1343, as amended) duthorizes lagal governmental
urints 1o make deposits and inwvast in the accounts of federally imsured banks, credit unians, and savings
and l1oan assagiations that have offieces im Mighigan, The local unit 15 allowed 1o invest in bonds,
gecurities, and other diregt aobligations of the Mited Stetes or any agency or instrumental ity of the
United States; repurchase agreamants; bankers' acceptances of Urited States banks: commercial papar rated
within the twa highest classifications, which matures not more than 270 doys after the date of purchase;
ohligations of the State of Michigan or its political subdivisrons, which are rated as invastmant grade;
and mutual funds compesed of investment wehicles that are legal for direct imvestment by local units of
government in Michigan.

FThe Village has dasignated wvarious banks for the deposit of Viilage funds. The treaserer Reeps a iist of
approved banks, The investment policy adopted by the beard in accordance with Publig Act 195 of 1987 has
autherizad investment in bonds, securities, and athar obligations of the United States in which grincipal
and interest ara ful ly guarantaed, certificates of depasit of a bank whech is & member of the FOIC ar a
credit union which is insdred by tha Watiena| Credit Unicn Administration, cammercial paper rated within
the 1wo highest classifications by not less than two standard rating serwicas and which matures not more
than 270 days after date of purchase (ne more than 50 percent of the portfolio may be invested in
cotmearsial papec}, gegmmércial paper rFated within the twe highest classifications of United States
governmgnt or faderal agency abligation repurchase agreements. bankers' acceprances af United Stotes
bankg, obligations of the 5tate of Michigan that at tha time of purchase are rated as investment

“0a
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WILLAGE OF FRANKELIN, WICH1GAM
HOTES TO FINANC 1AL STATEMENTS (CONT INUED)}

Jome 30, 2002

ROTE C - Deposits and Invastments (continued):

grage by not less than standard rating service, motual funds registered under the Investment Company Act
of 1940, with authority to purchase only investment vabecles that are legal for direct investmant by a
public carparation, invastment pools organized under the Surplus Funds lovestiment Poal Act or the Local
Govarnment |nvestment Pool Act, and other investments which are aothorized far ifvestmant by tha 3tate
Treasurar; reparchase agraaments shall be pagotiated only with dealers of financial imstitutigns with
whom tha Willage has negotiated a master repurchass agreemsnt. Aspurchass agraerments must be signed by
the willage president, the wviklage clark, and the bank or dealer, The treasurer is prohibited from
invasting in derivatives, derivate-iype instruments, or raverse repucchase agreaments that may be al lowad
yndar stata statute. The Villaga's deposits and investment policies are in accardance with statutory
awtharity.

The Willaga's caszh and investments are subject to sewveral types of risk, which are examined in more
datail below:

Cuztadial Cradit ARisk of Bank Deposits

Gustadial aredit risk is the risk that in the event of 3 hank failura, the governmant's deposits may not
be raturned to it, The Village does not have a deposit policy for custodial credit risk AL year end, tha
Yillage had £3,185, 301 of bank deposits (certificates of deposit, cheeking, and savings accaunts) that
ware uninsured and uncgliataralized. Tha ¥illage habievas that doe to the dollar amgpunts of cash daposits
and the 1vmite of FOIS insurance, it is impractical to insure all daposits. As a result, the ¥Willage
ovaluptes each fimancial institution with which @t deposits funds and assesses the level of risk af each
ingtitution; anly thess institutions with an acceptable estimated risk lavel are used as depositories

Custedial Cradit Risk of investmants

Custodial credit risk is the risk that. in the event of the failure of the counterparty, tha Yiliage will
not e able to recovar the value of its investments or callateral securitias that are in the possession
af am autside party. The Yillage does not have a policy for custodial credit risk. At year end, Lthe
Vitlage had no investment securitias that were uninsured and unregistered, held by the counterparty, or
by its trust department or agent but not in the Willage's name.

Intarest Rate Risk

Intorest rate risk iz the risk that the value of investments will decraase as a result of a rise in
interest rates. The WVillage's investment policy doas net restrict investment maturitres, othar than
coomarcial papar which can pmly be purchased with a 270-fay maturity. At year and, the Yillage was
invested gnly im bank investment pools that are Za-7 and money markel accounts.

Cradit Aisk
Stata law limits investments in commarcial papar to the top two ratimgs iscued by national |y recognized
statistical rating prgamizations. The Village has gn investment policy that further limits its onvestmant

choiges as detailed above. As of year and, the credit quality ratings of debt securities [other than the
0.5, gowvernment) are as fol lows:
Investoent Fair Walus FRating Aating Organization

Sweep Account 52,964 SRS Al Maady " 5
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WILLAGE QF FRENKL IN, HICHIGAN

HOTES TO FINANCIAL STATEMEMTS (CONT INUED)

ROTE O - Capital Assets:

dovarnmental activities:
Capital assets not being depreciatad:

Larnd

Copital assets being depreciated:
Roads
3torm drainage
Building and improvements
Land 1mprovements
Machinery and sguipment
Furmiture and fixtures
Wehic les

Jubtotal

Less acgumulzted depreciation far:
Roads
Starm drainaga
Building and improvemants
Land improvemants
Machinery and aquipment
Furniture ard fixtures
Vehicles

Subtotal
Mat copital assets being depreciated

Het capital assets

Buzirazs-type activities:

Capital assets being depreciated:
Sawer systen

Less accumuloted depreciation for:
Spwer system

Nat capital assets

une 30, 2008

Bagrnning
. Balance Incraases  Decresses
5 21 7?8 5
5,834 dul 25,754
BOZ 232 &, 034
952, 204
26, 937
188, BBE 2,384
134307
..... 147, 806 . 2,035 65,086
$ 7.816,745 % 10B,143 3 BB, 0AG
1,055, 43% 241,379
95,734 16, Bid
115,172 23,646
15,336 2, B4
153,447 8,342
82,333 4,451
£4,1490 25,308 4 1,722
£ 1.877,101 § 307,468 § 51, 7R2
5 6.038.B4d & [199,315) 5§ 14,384
SOB, 251,061 % {150,310} 3 14 364

Beqinning

JBalance

5 9,560,330 3 143,460 &

_ 2,041,853 201,437

5 7.513.478 3 (57,.977) %

Gavernmental activities:

General government

Public safety
Public works

Total governmental actrvities

% 14,375
54, 564
238,023

%307, 482

Business-typa activities:

Hater and sawer

2207, 437

-za-

Increazes  Decroases

Pepreciation expenss was charged to programs of the primary govarnment as fol lows:

Capital agset activaty of the primary governmant far the currant vear was as fol lows:

Ending

§ 211717

5.561. 287
611, 166
232 204

28, 937
197, 046
134, 307
143, 855

% 7,658 802
1,277,218
12,373
138,815
18,030
181,739

91 BEZ4

32 7T
$_1.832 B41
§ 5,825 861
$ 6,037 678

Ending
Halanze

%5 9,703,790

2,243 209

2 7,460,301
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YILLAGE OF FRAHKLIM, MICHIGAN
HOTES TO FINANCYAL STATEMENTS [CONTIMUELD)

June 30, 20408

ROTE E - interfond Aeceivables, Payahles and Transfars:

ROTE F -

The following are the interfund recaivables at June 300 2008,

Regeivable Fend . Payabile Fund  _ _ Arheunt
Gengral Fund Building Gepartment Fund 5164, 500
Trust amd Agansy Fund 1,831
Tax Collection Fund E,772
Major Street Fumd 12,844
Local Street Fund _ &,5%98
Tatal Ganeral Fund 5134, 611

Spacial Revanus Fonds:
Local Street Fund Major Street Fund 14,31
Fira Fund Tax Collastien Fund 83,711
Library Fund Tax Collection Fund 1,483
Garbagoe and Aubbish Fund  Tax Cellsction Fund 1,540
Gemeral Fund . 10
Total 3pecial Rewenua Funds 5 B1,15%
bebt Service Fund Tax Collection Fund 3,878

Agerey Fund:

Trust and Agengy Fumd Buiiding Department Fund 4, 600
Tatal interfund receivabla 5264 _ o84

Theza balances resulted from the time |2g between the date that (1)
provided or reimbursable expenditures goour, (2} transdacticns are recordad
and {3} paymants beiween funds are made.

ioterfund Transfers

Najor

Streat  General
Transfers In Fund Furd . Total
Lacal Strest Fund $H . pd2 % & 31,042
Building Department Fund 182,510 162,510

Total 831,042 S162,510 5193 552

Transfers fram the Mojor Resd Fund to the Local Foad Fund are allowable wndar Act 51,

The follewing is a summary of genaral long-term debt af the Village for the year ended Juns 30,

Ganera | Compensated
Obligation _Absaences Tokal__
Balaznge at July 1, 2007 4,880 000 % 108,500 &4, 5BE, 500
Brincipal retiraments [ 200, 0007 (300, 00
Increasa m obligation for cempensate absences 19,504 J18, 500
Balance at June 30, 2006 24 580,000 128,000 $4, 70§, 600

-34-

intarfund goads and Services are
in the accounting system,

2008 .
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WILLAGE OF FRANKLIN, MICH|GAM
HOTES TO FINAKCIAL STATEMENTS [CONTINUED)

Jume 30, 2008

HOTE F - Long-Term Debt {contimuad):

The fellowing is a sumary of long-term debt transactisns of the Willage's Enterprisa Fund for tha wear
ended June 30, 2008:

Geners |
Obligatian

Eonds,
Balance at Juby 1, 2007 54,273,918
Pringipal retiremeant (402, B53)
Balange at Jume 30, 2304 %3,871,286

General Lenp-Term Dabt - Bonds Payablae:

On Zaeptember 8, 1999 bonds in the amount af §1.B00.000 were sold for road and drainage improvements.  The
pracesds received from the sale of these bonds amounted to 51,584,012, These bonds are part of the votar
appraved autharization for road and drainage improvements Schedules of prracipal and interest payments
ig ag follows:

Dua

— _..bue Beptambes 1 __ Warch 1
Year Principal . Interegt Totad  _Intorest
2006 & 110,000 § 25,205 § 135,288 %

2009 120,060 23,545 142,545 a2 545
2010 120, 006 15, 545 149, 545 19,545
2011 140, 0600 16,235 156, 245 16,285
oz 155, Q00 12,745 167, 785 12,795
2013 165, 000 4,842 173,642 &, 842
2014 180D, 000 __4,635 _1B4 B35 4,635

£1,000,000 & #09,952 §1,109,952 % 84,657

The tonds bear interest at a rate of 4.2% to 5.1%.

On Novembar 20, 1558 bands i the ampunt of $B50, 000 wera sold for tha sonstruction of a police statien.
The proceeds received from the sale of these bonds amounted to $830.375. These bands are part  of the
votar appraved autharigation for police station canstruction. Sghedule of principal amd  intarest
payments is as fol lows:

Pue

—— - _.Due Cotober 1 _Apeai
Year Principal  _Intersgt | Total | Interest
2008 5 30,000 5§ 15,031 £ 49,031 %

2009 35,000 18. 244 53, 244 158,244
2010 40, (00 17,325 &Y. 328 17,325
2011 45 O00 16,275 g1, 275 16,275
2012 45, 000 15, OA> G0, 082 15,082
2H3 20, Q00 13,867 63,867 13,357
2014 L 12, 402 67, 452 12,492
2015 B5, Qi 140, 966 75,966 10, 966
2016 o, 0ah 3,145 79,146 9,146
2017 75, 004 7. 168 B2, 16& 7,i8%
2018 B, QOO 5.0 90,031 5,001
2015 _ 80 0ab 2 587 a2 BAT 2,687

§ GB5.Q00 T 147,214 § B3T.I15 € 128.1354

The bands bear intearszt at a rate of 5.0% ta 5.75%.

-P5-
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WILLAGE OF FRANKL IM, ¥ ILH1GAN
HOTES TO FINANCIAL STATEMENTS {CONT INUED)

Jupg 34, 2008

KOTE F - Loag-Term Debt {continwed):
Gemaral iLeong-Term Debt - Bonds Payable {oontinued:
On April 11, 200 bonds aa the ameunt of &2,004 000 were sold for loeal road improvaments. The proceeds

receivad frem the sale of thess bonds amounted to $1, 975,009, These bonds are part of the voter approved
autherization for local raad improvements. Scheduls af principal and interast payments i3 as fal lows:

Do

— o Due October 1 - _April 1
Year Pringipal Intarast  Total faterest
2008 £ 110,000 & 32 830 3 142,830 5
200% 125,000 30, 465 155,465 M, 463
20940 180, 000 27, 778 177,778 27,778
2011 175, 00 24 553 159 553 24,553
2mz 188,009 20,780 218, 7a0 20,730
2013 225,000 16,500 241500 16, 500
204 250, 0g 11,550 261,560 11,550
2015 275,000 __ B.0E0 . 281,050 6,080

£1,503.000 § 1YR.516 %1 ,675.516 § 137 686
The bonds hear intarest at a rate of 4 25% to 4. 40%.
Gn May 29, 2002 bkonds in the amgunt of £1,700,000 were sold for local road impravenents. The proceeds

received from the sala of these bands amounted to 51,678,760, These bonds are part of the vater approved
authorization for local rpad improvemants. Schedule of principal and interest paymants is as fol lows:

Due

. _._ e October 1 April 1
Year Frincipal _Inmtarest  Total Interest
2008 % TE.000 & 3 424 5 106,424 3%

2o0a 84, 0oa .M M. 018 30,018
20 a3, 000 e 417 108,417 28, 417
201 O, 000 2B.77B 106, 778 26, 77E
iz a0, oo 25 077 115,077 25, QF7
2013 a0, 060 23,098 113, 058 23,088
2014 95,000 21,072 116,072 21,072
2015 100, 400 18,888 118 HBE 1E, 388
2B 350,000 16, 537 368,537 16,537
2017 _ 380,000 . B, 913 358,413 B o813

£1,390.000 & 228,622 31,819,622 5 198,198

Tha bonds baar interest at a rate of 2.00% to 4.75%.

Compengated Absences:

Accumulated wacation leawve that is expected to be |iguidated with expendablea availaole finencial
resources is reported as an expenditure ond a fond liability af the governmental furd ancureing the
liability. Unused wvazation feava lapses at the end of an emploves's ammiversary date. In sccordance
with provisions of Statement of Fimancial Accounting Standards No, 43, “Accounting for Compansated
Absercas,” no liability is recorded for nonvesting accumulating rights to receive sick pay benefits.

DB
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WILLAGE OF FAANKLIN, MICHI|GAN
NOTES TO FEWANC IAL STATEMENTS (CONTINUED)

June 30, 2008

HOTE F = Lopg-Term fBebt [continuedh:
Entarprize Fund - Bonds Payable:

Schedule of semi-annual principal and interest payments due for the Evairgreen-Farmingtan Sewage Disposal
Systam Bends - Permanent Meter and Interceptor Fehabilitatien is as fol bows:

Due
.. Due dpeer 1, . Dotober 1,
Yoar, Princepal Interest Total  _interast
e & & S F 17
200a 2,970 117 i_nar Fa
2010 A3E 5B 3374
& G.286 % 176 £ 6,481 35 175

The bonds bear rntarost at a rate of 3.5% to 3. 7%.

On May 26, 1984 bonds in the amount of $3.850,000 were so0ld.  These bonds are part of the vetar appraved
authorization Az nated balow there was a defaasance of $2,850.000 of this debt during 2003.

On January 28, 2003, the Village issued 32,950 000 wn general aobligation bonds with an average interest
ratg of 3.00% to advance refund 52, 850, 000 of the cutstanding sewsr comsiruction bond detailed above with
an guverage intarest rate of 5.66%. The net proceeds of %2 912,437 (efter receipt of §36,230 0 original
isgue pramium and payment of £73,792 in underwriting fees, insurance, and ather issuznce costs) ware used
2 purchaze U.5. govermment Zegurities. Those securities wers deposited in an ireevacable trust with an
pEirow agent to provide for all foiure debt service payments an the sewer construction bond.

On March 1, 2003, tha escrow agent paid 52,907,000 [{including = call premium of $57.000] to retire the
vutstanding 22 850,000 sewar construetion bond, The remaining 55,437 held by the escraw agent was
transfarred to tha Debt Service Fund to cover athar incidental issuance costs.

The Village advance refunded the sawer construction bond to reduce 1tz total debt service paymants ower
the mext 11 years by 3391, 290 and to cbtain an ecensrue gain {difference batwean the prasent valpe of tha

debt service paymants on the old and new debt) of 5247, 965. Schadule af principal and interest payments
are as Taflaws:

. Oue September 1 __  _Warch 1
Year Principal _Intarest  _ Total . Interest
2008 %5 260,000 % 30,937 § 390.937 5

2009 280,000 27,047 A0, 047 27,037
20160 270,907 £2,487 202, 487 22,487
2017 280, 000 17,762 407,782 17,762
2012 219,500 12,506 322,506 12,606
2013 325000 6,500 _ 431,800 0 6,500

1,735,000 % 117,229 31,862 239 % 86,292

The bords bear anterest at a rate of 2.00% to 4 00%.

_a7-
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YILLAGE OF FRAMELIN, WICHIGAN
HOTES TO FINANCIAL STATEMENTS [CONTIHUED}

June 39, 2008

NOTE F = Lopg=Tarm Debt [contipued] .
Entarprise Fund_- Bonds Payable:

On June &, 1955 bonds in the amount of &1,400,000 were spold for sewar construction. The proceeds
received from the sala of thase bonds amourntad te 51,382 500, These bonds are part of the 56.000, 400
vater appraved authorization for sawar constroction, Az noted below, thers was a defeasancs of
51,075,000 of this debt during 20Q5%.

On Fabroary 2, 2005, the Villege issoed 31,140,000 in genaral obligation bonds with an gverage interest
rate of 3. 928% to advarnes refund 81.075, 000 of the outstanding sewer ceonsiructian band detailed abowva
with an average interest rate of 5.376%. The net procesds of 31,085 561 {after payment of 540,438 in
underwriting fess, nsurance and othar isspance costs) werd deposited in an irrewgeable frus! with an
ascrow agent to provide for all future debt servica payments an the sewer coenstruction bond.

The ¥illage advance refunded the sewsr constructicn bend to reduse its total debt service payments owver
the next 10 years by appreximately 515,800 and to ebtain an economic gain [(difference between the
present value of tha debt service payments on the old and new dabit) of approximateby 5559 000, Schadele of
principal and tnterest payments ard as fallows:

N L oDue Newambar 1 Dus May 1
Year Primcipal  _Interest Total lnterast

2g0s & B5.400 & 14172 3 99,172 3

2009 0, 00 13,7093 103,003 13,003
0 =l 11,708 10%, 705 11,700
2 83, 000 10,353 105, 358 10,359
iz 105, 400 8, 934 133, 934 B, 934
2013 125, 00O 7,254 132, 254 T.234
2014 154, Dod 5,145 1335, 145 £, 145
a5 a0 non 2,520 t42 820 2,820

% #80.000 & 73,006 5 953,006 § G&, 424
The bonds bear intarsst at a rate of 2.25% 1o 3.6%.

March 2, 1999 bonds in the amount of 81,500,000 were sold far sawer canstruction. The proceeds received
trom the sale of these bonds amourted to 1,481,250, These bonds are part of the 36,000,004 wetaer

approved authorization for sewsr construction, Sehedule of primcipal and interest payments are as
fol lows:

. .. _Dbue Movembar 1 _... [Due May 1

Year Principal Interest, | Total__ _Intécest

2008 5 60,000 5 27,650 5 &Y, 658 %

20409 &0, BE0 25,428 86, 420 25,425
B0 a5, oo 25,155 110,199 25, 148
2011 45,000 23,435 118, 435 25,435
o1z 100, 000 291,440 121,440 21,440
2014 1610, 000 15340 118, 340 19,340
0714 120000 17,180 137,180 17,130
2015 30, 000 14,550 144 550 14,850
2016 250000 11,625 261,625 11,625
2017 280000 5,875 255,875 _A.875

§1,250,000 5 192,742 51,442,742 % 165 083

The bond=s bear intersst 2t a rate of 4.1% to 4 7%.

WDE.
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NOTES TO FINARCIAL STATEMENTS ({CONTINUED)

Jura 30, 2p0&

HOTE F - Long-Term Debt (continued):

HOTE G -

HOTE H -

Annual Debt Hequirement:

The annual ragquirements to amortige all debt outstanding. excluding compansated abserces, as af June 30,
2008 ara as follows:

Fiscal General| Long=Term Debt __  Enterprise Fund
fear_ Bringipal  _Intarast  Pringipal Imterest

2008 0§ 325,000 5 208,882 5 407,870 £ 139.4™

2040 380000 194,337 433, 316 125, 580
2051 400, 0od 176, UAK 445000 110, 551
2042 440000 157,645 484, 60O 84, 455
2054 485 00 138,051 515, 000 75,974
2014 530, 000 112,056 EE{, GO0 56,424
2015 EBD, 000 85,653 270, (OO 389, 405
2015 440,000 g1,587 270,600 28,685
2017 42, 000 41,85 350, 000 17,500
2018 425,000 20,533 250, 000 5.875
2014 85, 0 7.618

2020 50,000 2 587

54,580,000 51,206,030 $3.671,286 S O3, 7d

Resteicted Assats:
Tha balance of the restricted asser accsunt 1z as fal lows:

Gereral Fund:
Police equipment 10 214

Batiremant Fians:

Dafined Contribution Plan:
The Village provides pension bBenafits to its administrator and police chief through a defined
contribution plan. In a defined contribution plan, benefits depend sglely on amgunts contributed to the
plan plus irvestmant earrings. As established by negatiation with the Village Adsinistrator, the Villope
contributes 8% of employee’'s gross carnings And emplgyee gontributes 5% of earmings. As established by
negotiatien with the Village Police Chief, the Villaga contribotes 8% of amployes’'s gross searn:ngs and
employves contributes 2% of earnings.

In mgeordance with these regquirements, tha Vil lage cantributad $12, B85 during the currant year and the
amployea contrrbutad 539, 726,

[aferred Compensation Flan:

Tha Willage offers ail Village employees 8 deferred gompensation plan areated in accordance with the
Intermnal Reverwe Coda, Section 457, Tha azsets of the plans ware held in trust, (custodial account or
amPu ity contract] as described in |AC Section 457(g) for the exglusiva benefit af the participants
{erployees) and their Benefigiaries. Tha oustedian thereof of the sxclusive benefit of the
participants helds the custodial account for the beneficiaries of the Section 457 plan, and the assats
may not be diverted to any other use. The Administrators are agents of the employer for purposes of
providing direction te the custodian of the custodial account from time to tima for tha invesztment of
the fonds held in the zccount, transfer of assetes ta ar from the accounmt amd all other matterz  In
actordanca with the provisions of GASE Statement 32, glan balange and activities are not refloctoed i
the ¥illage's financial statemantis.

-25-
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VILLAGE OF FRANELIH, MWICHiIGAN
NOTES TO FIMANGC AL STATERENTS {CONT INUED)

HJduna 36, A0

Ratiremant Plans {continued)

Employee Botiremant and Bonefit Svstems:

The ¥Willaga rs wn am agent multiple-amployar dafinaed benefit pension plan with the Municipal Employees’
Retirement 3System ([(MERAS) The system provides the following provisions: normal retirement, deferred
retirement, servica ratiremant allowanca, disatility ratiremant allowanse, ran-duty-connacted death and
pest-retirgment adjustmentis to plan members and their beneficiaries. All Village full-=time emplovess are
aligible to participate in the system. Employvess who retire after age B0 wrth 10 years of credited
service or afier age 50 with 25 yearz af credited servipgs &ra entitled to 3 retirement benefit. payable
for life, equal to 2.50% of their S-year final average compensation (FAC). with o maximem benefit of S0%
af FAC. Tha PFlan previdas adtamatic 2.5% anfual mon-compaunded benafit inereazas to persons {ang their
beneficiaries) retired on or after January 1, 2007. Vested employees may retire bafore age 60 and recaive
reduced retirement benefits. The system alsp provides disability benefits tg & member who becomes totad |y
and permarantly drzatled whila employed By the VWillage and after acquiriag 10 ar mere years of cradited
sarvice. The seryice regquirement is waived if the disability is from service conrected causes. [T a
meoher or vested former membar with 10 or more yaars of service dias n a rnan-duiy related death before
retirement, a monthly survivor allowance may be payable. The service is waived in o duty related death.
The mast regent perigd for which astuarial data was available was for tTha fiscal year ended December 31,
2007 .

MERS was organized pursuant to Saction 123 of Act #1586, Public Acts of 1851 (NSA 5.333(A&); mcla
48 .12(aY), az amended, State of Michigan. MERS & regulated undar Act Me. 427 of the Public Acts of
1584, secticns of which have beon approved by the State Pension Commission,  MERS issues a publicly
available fimancial repart thar meludes Firancial statemants and regquaired supplomantary anafermation far
the systam. That report may be obtained by wrating to the MERS at 447 North Capal Street, Lansing,
Wichigan 484917

The obligation to contribute to and maintain the system for these employees was established by
negotiation with the Vil lage emplovees and requires a contrabution from emplovaas of 2.00% af gross wages
for gereral employees and 3 _60% far police employeos. The Willage is raguired to contribute at an
actoarial |y determingd rats; the current rate is 0,00% of annval covered payroll far general employees
and 17 .80% Tor police employeses.

Puring the fiscal year snded June 30, 2008, the YWellage's onroal peansion cost of 3111,262 was equal to
the Village's requirad amd actual centributiens determined by an actuarial wvaluation of the ¢lan as of
Pacember 31, 2005, The employer contribution rate has been determined based on 1he entry age normal cost
funding methed. Undar the entry age normal cost funding method, the total actuarially determined
contribution reguirement is comprised of tha nermal coast plus the level anmual percentage of payrol)
paymant reguired to amortiZe the unfunded actuaridl accruad |iability owver 20 wears, less the accelerated
fumding credit.

The emplovar normal cost is, for each employes, the level percentage of payroll gentribution (from entry
age to retirement] required 1o agcumulate sufficient assats at tha member's retiremant to pay for his
projecsted benefirt. Significant actuarial assumptiens used nclude a long-term investment yield rate of §
parcent and annual salary increases of 4.5% based on an age-related seala 1o reflest merit, longevity,
and promotional salary ingreasas. The actuarsal value of assets was determined uwsing technigues that
smasth the affacts of short-tarm volatility over a8 four-year perigd. The unfunded actuarial liability s
being amgrtized as a level percentage of payrall on a closed basis. The ramarning amortization pericd a5
28 yaars.

Three Year Trend tnformation for GASE Statement_No. 27.

Figeal Annual Pansion Fercentage of Het Pension
Feriod Ended Cost (APC) _  APC Conmtributed Obligation
June 30, 2006 5 34485 100% a}
June 30, 2007 122,582 100% 0
June 30, 2008 111._262 100 a

Aegquired Supplementary [ofosmation for GASE Statement Ko, 27:

inder funded
Actuarial [Ovar funded ) UARL as A
Actoarizl Actuarial Value  Accroed Liabrlity AAL Funded Coverad Parcentage of
Valyation Data of Aszets 1 AALY {URAL) Ratio Payrall Covered Payraoll
_DPecembar 31, R - fwy 0 [beal. . iarfk} ) (b-als{e]
2005 5 2,324 485 & 2,830,675 & 606, 210 T8.3% §T3T 448 82 2%
2006 2,586,243 3,712,578 1,126,332 69 7% 228 889 135, 9%
2007 2833, 211 4,206, 247 1,353 035 67 .0% Bz4, 70N 168, 9%
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VILLAGE OF FRAMKLIN, MICHIGAN
HOTES TO FINAKC| AL STATEMENTS (CONT YHUED )

Jurme 30, 2008

MOTE | - Pogpt Ratirement Health Care:

HATE J -

NOTE k-

The Village providas nespitalization ingurance cowverage for employess [(and their spouses] who retire
undar the Wighigan Fraternal Order of Police unien sontract.

The ceverage will be the same coverage tha employes has at the time of retirement with the premium to be
paid one hurdred parcent [140%) By tha Willage. Should the employes accept covarage from anather source.
the cowarage will ceass. Howewer, if tha altarnate source ceasas, the retiree will be reinstated uvndar
the Village covarage which will ba pa:d for at the abowve rate.

Should the employee predeceass higsher spougs, the surviving spouss will continus ta receive the same
genefits, This benafit will cease in the evant that hasshe remarries, gains employment with coveraga or
recoives cavarage from any ather sourge,

All retirees and their spouses must make application far, and enrall in, Medicare coverage. The Wil lago-
paid health wnsuranca will remain in effect until each of the retirees and/ur tharr zpouses reach the
eiipibility aps of Medicare. Tha Willage's ¢bligatipn for health gare coverage for the retirae and
hissher zpouse ends when the retires and hissher spouse ore eligible for Hedicare.

During the yaar endad June 3¢, 2007, the Village astablished the Yillage of Franklim Aatiree Healtih Care
Plan {tha "Flan"} pursuant to Fublic Act 143 ! 1858 and iz administersd by Municipal Emplovess:
Hetirement Systems [MEAS). The purpose of the Flan is to hold and invest mamies ta be used far future
paymants of police employes retiree healthcars benefits. The Village does not report the Flan's assots
within the basic fipancial statements. During the year ended June 30, 2008, the Village gontributed
344,200 to this Plan, espasnsed under Public Safety in the General Fund.  Currantly, ono retiras is
eligible for post retiremant health care. During tha year ended Jume 30, 200B, the Plan distribuoted
£7,84% for retiree health care benefits, Az of June 30, 2008, the total holdrags of the Plan were
78,115,

Upgesing Reparting Shange:

The Gowvarnmental Apgounting 3tandards Board has recently released Statement Number 45, Accauwnting and
Ranorking by Emplovers Yor Postempiovment Benefits Ofher Than Pansrents. Tha mew pronguncement provides
guidance for lagal wnitz of government in recognizing the cost of retiree health care, as well as amy
other postemployment benefits (other than pensions). The new rolas will gause the povernment-wide
financial statements to roecegniza the cost of providing retires health cars coverage over the working
life of the employes, rather than at the time the health care premiums ara paid. The new pronouncament i3
affective fur tha year ended June 30, 2410

The Villega has already sterted an evaluption projest on how it will react to this new requirement,

A sk Banagement:

Tha Village it exposad te varioes risks of loss ralated to preperty lass, torts, errors and omissipng,
employas injurias (workers' compensaticon), as welf as medical berefits provided to emplovees. The Yillage
has purchazed commercial insuranca for health, dantal and | fe clams. Tha City pacticipates in the Michigan
Municipal Risk Mamagemant Authority state pool for claims reiating to property loss, torts, errors and
omigsions and partigipatas in the Wighigan Mumicipal League risk psol tor atams ralating to warkers'
campensation. Sattled claims relating to the commercial insurance have not excedded the amount of insurance
coverage in any gf tha past three years.

Tha #ichigan Municipal League risk pool program operates as & commen risk-sharing management program for
lgzal wnits of gowverpment in Mighigan; member premiyms are used to purchase commercial axcass insurance
coverage and ta pay membar clamms in excess of daductibie amounts.

The Mighigan Muniewipal Risk Managemant Autharity state pool program operates as o common risk-sharing
managqement program;  state pool member premiums are aggregated and wsed fto purchaze exgegs ingurange
coverage. some gf which is underwritten by the Autharity.

Regzervad Fund Balanses:

Fund balances have bean resarvad far the following purposes:

Geraral Fund

Folice agquipment % 10,214
Prepaid exgenses _16, 235
] 26, 44y
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VILLAGE OF FRAMELIN, MICHIGAN

BUDGETARY COMPARISOM SCHEDULE

GENERAL FUHD

Far the Yaear Ended June 30, 2008

Variange with
Amandad Hudget

Original Amerndeadd Favarab | &
Budget Budgst Actual {Unfavarable)
Revenues :
Tax cal lactions:
Currant lowy = goreral o ., . . L o L L Lo Lo L 5 894 508 -] 804, 503 5 A3a, 178 % £332)
Property tax administration fee. . . . . . . . _ . . 25,000 2%.000 20,133 14 887
Intarest and penalty on del inguant tawxss . . 5,000 5,000 7,294 2,809
3 b24 503 5 924,502 3 G 603 5 (2,805
Licansas and parml|is.
Businass |icenses and permits. 750 Ta0 Q0 {50
Cabla T ¥, revenuas. 45,000 85,000 BS. 437 437
5 45,750 % BE ., 750 5 BE, 137 5 a8z
Federal agurces:
Community Devalopment Block Grant. 4,000 5,000 L Mg 774
Police grants. 1,000 1,000 (1,000
3 10, 000 5 10,004 z 9.7ra % [228)
Slate soUrcos:
Sales tax. L 185,000 185, Q00 208,070 23, 070
Criminal justice training. 1,500 1,500 2,100 GO0
3 186,500 & 188, 540 § 210170 1 23.670
Charpges Tor Saryicas:
Police protaction services . . 615,224 619,224 652, 404 43,180
General and administrative assessment, 135, 251 1040, 750 85,94 (11, B0
& TEH4, 474 5 715,074 5 751,346 L 1,372
Palicn finea and forfeitures . 18, 200 16, 700 14 672 [2.028)
Intereat on investments. 25,055 39,400 a1 1¥o [7.B30)
Qther revenue:
Aeimbursements . . 5,700 10, 000 4, TR [5.219)
Szle of Fixed asasts | G, 0G0 B, OO0 8,209 2.208
Dorations. . 1,002 > 800 2. 605 105
Wizcal lzneous. | . s e 3,500 15,500 15,222 [E77)
3 16,200 5 a4, 000 & .83 H 13,182
Tatal revenues . . . . . o oo . ... % 1. 0RO, 637 5 2,015,422 5 2,085,890 % 39,258
Expandituras:
Ganaral Govarnment
Village Council-
Yillage Coungil fees 173 175 175 -
Contracted services 5Q0 500 - 500
Cablacast Board. 21,900 52,000 52,481 1481
fuas and mastings. 2,000 1,000 1,672 (672)
Histarie Study Committas 12,000 1,000 Tag 25
Pubfic information . 5, 500 5,500 5_ 308 192
Niscellangous. 2.00d 2,099 2.008 {8
& 43 175 3 B2 175 & 52,3032 £ {218)

e



VILLAGE OF FASMKLIH, MICHIGaN

BUBGETARY COMPAR 130N SCHEDULE
GEMERAL FUND (CONT IHWUED)

For the ¥eaar Ended Jupe 30, 2008

Variance with
bannded Budget

- CCRTIEICE PORLIC ACCOUMTANTS = -

Janz & HHIGHT PLGC

-33-

Original Amended Faverable
Budget Budget, Actual tUnfavorablel
Administratar:
Salarias . . 123, 550 164 6358 1gd 310 328
Contracted serviges. 47 250 33,550 39,044 [458)
Grouwp insurance. . 41,000 39,000 40, 588 [t.5B88})
Life and disability imturance. 5,000 1, 5043 1,678 [79)
Warkers coapensatian insurance . 1,500 1, 500 15 7BS
Aetirement contributions . T.200 T.200 &, BT 325
Fayral | Taxes. 10,275 12,875 12,376 4489
Office supplies. 4,600 3000 3,000 -
Coamputer seftware end EUFF|IEE . &, 000 - 4003 £ 400)
Accounting and auditing. 2,250 1,450 i.718 {265
Talephone and comsunications . 2,000 1.200 1,058 152
fwes and mestings. 1,050 - (112} 112
Auto expanse . 3,500 4,000 3561 435
3 260, 575 5 274,914 275 0z % [178)
Elgetrans. . . e e 3,000 2,200 2115 a5
Legal and relatad zervices . 35,000 50,000 4% BTY 1,14
Village Clerk:
Salaries . 47 475 47 475 47,723 (248}
Cantracied services. 10, 000 4, {00 3,853 147
Group insurance. . 20,225 108,225 17,829 398
Life and disabi 1ty insurance TG TED a72 17a
Workers compensation insurance . . . . . . . 00 500 162 393
Ratiremert coniributions . 1,020 - - -
Payrabl taxes, 3,675 3 675 3,528 34
Office supplies. . . . . . . . 4,000 4,000 2580 1,429
Computer saftware and sSuppligs | 3,000 2,000 1,000 1,009
Treining . . 1,340 1,000 6T a13
Accounting and audltlng 1.504 1,504 1.067 433
Pues and subscriptiona . 350 250 325 [FE}
Tax collaction expenge | 3.4400 A, 000 1,505 1,495
] 98,455 5 86,375 20,874 b 5,496
Village Hall:
Contracted sarvicas. . 20, 500 23,000 23,905 (905}
Talephone and communications . 2,750 15,000 15,603 1,397
Utilities, . &, 70 B.r50 7. 601 [B51)
Hepzirs and maintenange. 7,000 7. 000 8,036 [1,038%
3 43,000 b 51,750 53,145 5 (1.395)
Qthar general services admimistration activities:
Ingyrance and bonds. 40, 200 36,200 35,279 521
Community Development Block Erant 8, dda &, 000 5,518 452
Mizcellanaaus. 2,590 &, 500 7. 183 {1,685
3 1,700 i 47,700 47,982 5 {(282)
Total general goverrment . % 5332, 305 5 575,114 570,545 % 4 R&g
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VILLAGE OF FRAMNKL IH, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

GENERAAL FUND (COHT INUED )

For the YWeaar Ended Jung 30, 2008

Varianca with
arendad Budget

original Amended Favorable
fudget Hudgat Actunl {Unfavorabla)
Public safety:
Filice department:
Folice salaries. TOG, 320 G956, GQq 694,548 2,052
Clervzal salaries, 28,500 28, 500 29,5819 (1.5}
Group rAsurance. . .. . . . . 140,000 144,000 143, Bt §.3588
Life and dizability insurance. 10,844 7,144 7d0d (260}
Workers compensation insorancs | 11,338 13,330 13,823 [2B4}
Retirement cantributions . 104 D65 16,065 17,076 (1.011}
Post retiremant health care. 44,2040 44, 200 44, 200 -
Payrell taxas. o 55,738 55,738 56,152 S86
Office and polica supplies . T.000 F.E00 5,833 1,587
Computer zoftware and supplisa . anon ann - 300
Duas and meetings 2,500 & 500 1,333 1,162
Training expenze . . 4,500 4,500 3,229 1,871
Fistol range expenze . 2,500 2,500 1,876 S04
Unifarm expenze. . a, 000 3,000 8,494 306
Accounting and auditing. 11,000 9,000 9, 508 {S08)
Legal and ralated. 4,900 &, 500 708 {591
Communication sxpehse. 24,900 20,000 16622 3,374
Central dispateh | a7 105 47,1058 47 561 [458]
Ingurance and bonds, 11,000 14, 500 13,577 [FF)
Palice ¢ar expense . 58 000 59,004 &0, 483 [1.483)
Utilitias. L 14,004 11,004 11,764 (754}
Repairs and maintenance. &. 500 &, 500 5,633 BET
Total pubtic mafety. % 1,295,111 z 1,308, 491 1,297,372 ] 11119
Cammunity and scanemic development:
Flarning commission:
Flamming . . 40, 00 35.000 a8, 4511 6, 484
Lagal and related. . . - - 754G [753)
Zoning board of appeals. 1,200 1,200 g18 3B
General enginesring. . . 2,050 2.050 1,417 533
Total community and sconomic development . . . 5 43,250 4 38,250 31,606 & G, 7d4
Capital sutlay:
Pulice dapartment. 34,000 44,004 72.760 (28, 7Ed)
Yillage hall . 35,000 5,000 5,853 $4F
Tote! caprtal autlay . 5 = i) 5 50, Q00 78,6113 5 (28,613}
Tetal expenditures . £ 1,044 286 £ 1,571 B35 1.978,036 3 [E.1B1}
Excess of revenues ovar expanditures 5 A6, 42 & dd_&77 7T B84 5 33077

e
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VILLAGE OF FRANKLIN, MICHIGEAH

BUDGETARY COMFARISON SCHEDULE

GENERAL FLUMD [CONT INUED)

For the Year Ended Jurme 20, 2008

Varianee with
Amended Burdgat

Original Amandad Favocrable
Budget Budget Aetual {Unfavorable;
Other fimanceng sources [uses):
Oporating transfors out. 15,054 (1E2, 510} (162.510) -
Extass of revanue: over (under)
expenditores and other financing usaes. . . . X 3 3ET 3 (117,833 z (g4 _B5E) = 33,017
Fund balance - July 1. 2047, 584,179 534,179 @4, 170 -
Fund balance - Jume 30, 2008 . 5 g15_ 544 3 466,240 & 49% 323 i 33,077
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VILLAGE OF FARANKL IN, MICHIGAN

BUDGETARY COMPARISIN SCHEDULE

KA IOR STREET FUND

For the YWear Ended Juna 20, 2008

Variance with
Amended Budget

Original Amendad Favarahbbe
Budget Budgat Actual {Unfawaranle)
Revenues:
State shared revenues. % 155, 000 % 131 LG 1245, 832 5 14, 1868)
Interest . . 15,000 15, BE0 158, TEY TLT
Feimbur secants | 2, 500
Tetal revenues . 5 172, 500 5 146 000 142 589 -] (&, 411)
Expanditures:
Currant:
Ropd maintemnance and supplies. 119, 250 123,250 75, 969 47 2
Apgounting and suditing. 1,750 1,750 1,413 335
Administration . 500 16.000 12,544 3,196
Capital sutlay - road and street construction, . . 0,090 30,000 14,397 15,693
Toral axpenditures | 5 151, 500 H 171,000 104 625 % GG, 375
Excess af revenues ovar {under} expenditures . . 5 21000 5 (25,000) 37 0G4 5 62, 064
Qther financing sources [U56%)!
Tranafar to Lacal Strest Fund. {21,004} {21,000) 131,042 [y
Tatal excess of revenues over {under}
axpenditures and other financing uses | 5 i [ 56, 00d) B, 5322 5 £9. 522
Fund bBalange - July 1, 2007, . 424 125 424,125 424,125
Fund balance - June 30, 2008 . 5 a24 125 % A58, 125 431,047 5 G2 522
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WILLAGE OF FRANKL N, MWICH|GAN

BUDGETARY GOMPAR|SOM SCHEDULE

LOCAL STREET FLEND

For the Yaar Ended Jurme 30, 2008

Variance with
Amerded Budget

Griginal fmerded Favarabol e
Budget Budget Actual {Unfavarabiel
Fewvenues!
State Sources:
Brate shared ravenues. 5 100, 000 3 £7,000 #4202 5 r2 708
Matro Authority. . 7,500 7. OO 9,975 2,474
5 107, 540 5 34,500 Gd 2T 5 [225]
Interest . 16,000 16,000 12,1148 2.8
Total revenues . ] 123, 500 -1 110 500 152,435 5 1,829
Expend tures:
Current:
Foad maintenance and sopplies a8, 000 103 000 71,543 31,457
AccountTing and aediting. 000 2,000 1,862 348
Amsanigtration . 10,000 8,598 1,402
Capital sutlay - road and street censtructiom. . . . . 35,000 35,000 23,331 11,665
Tatal expenditoras . 3 136 . 004 % 150,000 105 124 5 44 B7E
Excaga of ravenues over (under) espenditures . . 5§ (12,500} 5 [as, 500} 7 365 ] 46, 865
Qther finanping sources [Uzes):
Transfer from Major Streat Fund. 21009 31,000 31,042 42
Total excess of revenues and other financing
sourges ower [under} expeanditures. & B, BO0 3 (8. 500 3, 407 5 45,07
Fund balance - July 1, 2047, 452 235 449z, 278 49% 228
Fund balange - Junes 30, 2008 . i ROf, T2R ] 483 728 530,635 H 46,907
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VILLAGE OF FRANWELIN, MICHIGAH

BUDGETARY COMPARISON SCHEDMILE
BUILDING DEPARTMENT FUND

For the Year Ended Jume 30, 2008

Variance with
Amandad Budgat

Aewarimes
Llcensgs and permits.

Nizoal laneous .

Tetal ravenuas.

" Expanditurasg-

Salaries.
G@Qroup insurance . . . . .

Life and disability insurance .
Workars cOMPAnsAtion insurance.

Retyrament contributiony.
Payrall taxes . .
b¥sinistrative aservices .
Overhend.

Supplies. . . .

Computer softwars and-sopplies.

Ques and maatings .
Accounting and auditing .
Legal and related |
Building inapection faas.
Training expansa.
Insurance and bonds .
Wiscal lanegys

Tota] expantdrturas.

Excess of ravenues over (under] expenditures. 3 (2,295 5

Othar finaneing sources:
fGperating tranafer froa General Fund.

Tatal excess of revenues and other financing

gources over [(uvndar) expenditures .
Fund balence - July 1, 2007

| Fund Balance - Jume 30, 2008,

Original dmended Favaran|a
Budgat Budget Actual [Unfavarable)
45, 300 > 145, 600 137 187 L {(&.3149)
BT7 anT
5 396, 300 X 145, 500 138 .004 5 [F.486)
38, BLd 17,290 18,401 (1.111)
15,300 2,004 2,078 )
525 250 254 (10d)
2,000 1,800 1.701 {101
2,300
2.0240 1,408 1,429 [ 2487
120,000 B4, 000 63, 000
15,260 7,500 T, 500
2,500 1,200 2,548 11,3430
2,000 400 400
1,000 as0 A4 10
1,200 BC0 Ll {7}
10, 000 2.000 23 1,977
1649, 500 153,500 152 897 503
1,000 232 [232]
14,000 14,000 14000
500
& 358, 595 % ZBE, 390 262,914 5 [524)
{116,800 {124 910 % [8,030]
162,514 162,510
5 (2. 285 3 45 620 a7 .800 5 (B.020}
104 134 104
L1 {2,181) % 45,724 a7, 104 5 {8,020
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ASSETS
Cash .
Dpe from ather funds |
Accounts regeiwable - other. . .

Total assets

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable .

Due to atrer governmanis
Total liabilities.

Fund balamce - unresadved

Tatal Yeabilities and fund balance .

VILLAGE OF FRAAMKEL [N, MICHIGAN

COME INIFRG BALAMCE SHSET
HON-MAJIOR GOVERNMEMTAL FUNDS
SPECIAL REVEHUE FLMDE

June 30, 2008

Garbage Haste
and Rubbish Water
Col laction Fira Library Management Tetal
3 4%, 157 & 3,482 53 209
1,604 &3, %0 1,443 85, 854
104055 11._15%
H 51, 357 B3, 771 1,483 H 13, 507 130,118
3 27 988 3 4,415 a2, 407
3, 767 1483 5. 250
3 27 _988 3,767 1,483 3 4,41% 37, B3T
23,369 60,004 9,083 92, 4461
5 51,387 3.7 71 1,483 ] 13,5807 130 118
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VILLAGE OF FRANKLIN, MICHIGAN
COMB INING STATEMENT OF REVENUES, EXPENDITURES AMD CHAMGES 1N FUHD BALANGES
HGH=BAIOH HIWERNMENTAL FUNDS
SPECGEAL AEWENUE FUNDS

Far the Year Enced Juna 30, 2008

Garpage Waste
and RAubbish Water
Callesvion Fira Librery Banagement Tetal
Raverues:

Taxes. . e 5 204,413 £ P66 o 5 148,830 5 5 G0.2EY

Licenses and permitsg . P 14, 230 14,230
i Imrerest earnings. . . . . L 4,518 3,955 1,215 122 9,850
: Other ravenue. T i
i
d Tetal revsnues . . ., L . L . . . .. .. & 339,00 $ 270,523 $ 150,133 8 14,352 & Add 411
o
Z Expendi tures:
; Fublic safety. 270,923 270,923
=
3 Fublic works:
4 Sanitation . . 208781 206, 731
u Septic inspection. 16 653 16,653
: Culfure and recreation . e 150,135 150,148
o
a
(=]
E Tatal expardiTurses . . . . . . . . . . .. 5 208,781 5 270,923 % 150,135 z 16 653 £ 64,492
b
&
IL_.!: Excess of ravenues over (under) expenditures § 220 % 3 3 12,301} -] [2,081)
;Fund balance - July 1. 2007, . . . . . .. . . ... 23,148 BI. 004 11,389 94, 542
LFund balance - June 30, 2008 . . . . . . . . .. $ 23,369 § 60004 § §  9.088 $ 92,481
-
‘3
=
%
E
M
b
L=
-
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October 20, 2008

Te the Village Council and Management of
the Village of Franklin, Michigan

In planning and performing our audit of the financial statements of the
governmental activities, the business-iype activities, each major fund, and the aggregate
remaining fund infermation of the Village of Franklin as of and for the year ended June
30, 2008, in accordance with auditing standards generally accepted in the United States
of America, we considered the Village of Frankliin's internal control over financial
reporting {internal conirel) as a basis for designing our auditing procedures for the
purpese of axpressing our opinions on the Tinancial statements, bhut net for the purpose
of expressing an opinion on the effectiveness of the Village's internal ceontroi.
Accordingly, we do not express an opinion on the effectiveness of the Village's internal
control .

Our consideration of internal cantirel was for the |imited purpose described in
the preceding paragraph and would not necessarily identify ail deficiencies in internal
cohtro! that might he significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internal control, including the possibility of
managenent override of controls, misstatements due to error or fraud may occur and not he
detected by such controis. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies.

& controi deficiency exists when the design or operation of a control does nat
allow management ar employees, in the nermal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deliciency
is a control deficiency, or a combination of contro! deficiencies, that adversely affects
the entity's ability to initiate, authorize, record, process, or report financial data
refiably in accordance with generally accepted accounting principles such that there is
more than a remote likelihped that a misstatement of the entity's financial statements
that is mare than inconsequential will not he prevented or detected by the entity's
internal control. We cohsider the following deficiency to ke a significant deficiency in
internal control.

The adoption of the Michigan Uniform Lecal Budgeting Act (Act No. 621, Public
Acts of 1978}, has made it mandatory that balanced budgets be adopted and that those
budgets be amended before expenditures exceed the budgeted amounts. We nated that the
budget was amended during the fiscal year in an attempt to comply with the budget
requirements. As previously noted, despite the amendmenis, expenditures exceeded budgeted
amounts in varicus activities. Listed below are the significant budget overruns:
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o Amended Actual Budget
Fund Activity _ ~_ _ Budget Expenditures Variance
General Capital Outlay $ 590,000 5 78,613 % ?B,613**

**This budget overrun was the result of a year end audit adjustment to
reclassify a reimbursement from the Village of Bingham Farms for the purchase of a potice
vehicle. Since this reclassification adjusted a revenue account, there was no effect on
fund halance.

As part of this year's audit, a more thorough review of internal controls was
conducted. This was in part due ta the new auditing standards that became effective
during this year. Accordingly, we offer the following additional comments teo improve
internal controls:

Hew Comments:

1. It was noted during our audit that after checks are signed by the Village
Administrator, Village Treasurer or Yiilage Deputy Treasurer, the checks are
given to the Finance Clerk to be mailed. To improve internal gaonirols, we
recommend that signed checks are given to someone other than the Finance Clerk
or the ¥illage Clerk 1o be mailed.

2. According te the Purchasing Responsihilities section of the Yillage
Administrator ordinance, "The Village Administratar shall have the authority
to purchase any goods or services the cost of which does not exceed an amount
te be set by Counsif”. We could not locate the degcumented "amount ta be set
by Council'. We recommend having Council approve this limit at the
Organization Meetings. This purchasing limit is not the same as the check
signing limit in place for the Village Administrator.

3. It was noted during our audit that interfund bank transfers submitted to the
hank were not being matched tn the on-line bank account activity to ensure the
actual transfer of funds took place and were accurate. The Village Clerk and
Finance Clerk have informed us that this procedure has recently been improved
with the Village Clerk new matching the bank transfer submission to the on-
line bank account activity.

4. The V¥illage has been sufficientiy monitoring the budgets monthly for
expenditures. However, as part of the monthly and annual budget review of the
revenue accounts, actual amounts should be compared te budget amocunts to
determine any unrecorded or misposted revenue. We recommend the Village Clerk
review the revenue accounts as part of the monthly budget review to ensure the
completeness and accuracy of the revenue accounts.

We would like to commend the management and staff for the overall improved
coendition of the accounting records and improved practices of internal controls compared

to previcus years.

This communication is intended sojely for the information and use of
managemeni, the ¥iilage Council, and others within the Village, and not intended to ke
and should not be used by anyone other than these specified parties.

Very truly yours,
Jomy- kot

JEKS Tw Cartified Public Accountants
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October 20, 2008

To the Village Council and Management
of the Village of Franklin, Michigan
32325 Franklin Reoad

Frankiin, Michigan 48025-1199

We have audited the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information
of the Village of Franklin for the year ended June 30, 2008 and have issued our report
thereon dated October 20, 2008. Professional standards reguire that we pravide you with
the following information related to our audit.

Our_Responsibility under B.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated June 30, 2006, our responsibility, as
described by professional standards, is to express an opinion about whether the financial
statements prepared by management with your oversight are fairiy presented, in afl
material respects, in conformity with U.S. genera!ly accepted accounting principles. Qur
audit of the financial statements does not relieve you or management of your
responsibilities.

Planned Scope and Timing of the Augdit

We perfermed the audit according to the planned scope and timing previously
communicated to you in our meeting akout planning matters on July 22, 2008.

Significant Audit Findings

ialitative Aspecis of Accounting Practices

Management is responsible for the selection and use of appropriate accounting
policies. The significant accounting policies used by the Village of Franklin are
described in Note A to the financial statements. No new accounting policies were adopted
and the application of existing pelicies was not changed during the vyear ended June 30,
2008. We noted no transactions entered inte by the Organization during the year for which
there is a lack of authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in a different gperiod
than when the transaction occurred.

Ditficultios Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in
performing and completing our audit.
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Corrected and Uncorrected MNisstatements

Professional standards require us to accumulate afl known and likely
misstatements identifjed during the audit, other than those that are trivial, and
comnmunicaie them to the appropriate ievel of management. Management has corrected all
such misstatements., The following material misstatements detected as a result of audit
procedures were corrected by management:

1. A receivable was recorded from Bingham Farms for April 2008 police protection
services and SAD receipt.

2. A reimbursement from Bingham Farms for the purchase of a police vehicle was
reclassified from capital outlay to police protection services revenue.

Disagreements with Management

For purposes af this letter, praofessional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
respived to our satisfaction, that couid he significant to the financia! statements or
the auditor's report. We are pleased to report that no such disagreements arose during
the course of our audit.

Nsnagement Representations

We have requested certain representations from management that are included in
the management representation letter dated Cctobher 20, 2008,

Management Consultations with Other Independent Accountants

In some cases, management may decide to ceonsult with other accountants about
auditing and accounting matters, simifar to obtaining a "second apinion” on certain
situvations. |If a consultation involves application of an accaunhting principle to the
Organizaticn's financial statements or a determination of the type of auditor's opinion
that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the
relevant facts. To our knowledge, there were ne such consultations with other
accountants.

Other Audit Findings or issues

We generally discuss a wvariety of matters, including the anplication of
accounting principies and auditing standards, with management each year prior to
retention as the Organization's auditers. MHowever, these discussions cccurred in the
normal course of our professional relationship and our responses were not a candition
to our retention.

This information is intended solely for the use of the Village Council and
management of the Village of Franklin and is not intended to be and should not be used
by anyane other than these specified parties,

Very truly yours,

Jry bl P

JEK/srz Certified Public Accnuﬁi;ﬁfé




